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EXECUTIVE  SUMMARY 


A.  BACKGROUND.  Two  methods  are  utilized  to  provide  the  components/sub¬ 
systems  for  a  Government  contract:  contractor-furnished  equipment  (CFE) 
or  Government- furnished  equipment  (GFE).  DAR  13-201  states  it  is  the 
general  policy  of  the  Department  of  Defense  that  contractors  will  lurnish 
all  equipment  required  for  the  performance  of  Government  contracts.  How¬ 
ever,  the  Government  should  furnish  equipment  to  a  contractor  when  it  is 
determined  to  be  in  the  best  interest  of  the  Government  by  reason  of 
economy,  standardization,  the  expediting  of  production,  or  other  appro¬ 
priate  circumstances.  The  subjective  nature  of  many  of  the  factors  in¬ 
volved  in  making  such  a  determination  requires  a  disciplined  objective 
analysis  to  produce  a  defensible  rational  business  (lecisic/n. 

B.  STUDY  OBJECTIVE.  The  objectives  of  this  study  were  to  (1)  identify 
factors  affecting  the  decision  to  use  CFE  or  GFE;  (2)  develop  a  general 
model  of  the  CFE/GFE  decision  process;  (3)  identify  decision  aiding  tech¬ 
niques  appropriate  for  CFE/GFE  analysis;  and  (4)  to  recommend  a  decision 
aiding  methodology. 

REPORT  RATIONALE.  Research  began  with  a  litfirature  review  of  CFE/GFE 
decisions  and  ah'aTy's i s  techniques.  Recent  CFE/GFE  approach  decisions  were 
reviewed  and  interviews  conducted  with  personnel  involved  in  the  decisions. 
The  CFE/GFE  decision  process  model  was  developed  from  these  sources. 

D.  CONCLUSIONS  AND  RECOMMENDATIONS.  The  decision  to  use  either  CFE  or  GFE 
is  highly  si t uat i on  dependent.”  The  primary  advantage  of  GFE  is  potential 
cost  savings,  but  its  use  increases  the  Government  management  costs  and  ex¬ 
posure  to  contractor  claims.  CFE  ma^ltains  the  contractor's  responsibility 
for  contract  performance  by  payment  of  overhead  and  profit/fee  for  his 
management  of  component/subsystem  requirements.  Choices  between  CFE/GFE 
are  often  made  without  determining  the  full  economic  effects  because  of  the 
difficulties  involved  in  quantifying  the  factors.  It  is  recommended  that 
a  DARCOM  policy  on  GFE  be  established  to  include  guidance  on  conditions 
for  use  of  GFE.  Proposed  elements  of  policy  and  guidance  on  conditions 
for  use  are  included  in  the  report.  DARCOM  should  consider  the  use  of  a 
structured  technique  for  performing  applicable  CFE/GFE  analyses.  An 
example  of  a  structured  technique,  hierarchical  decomposition,  for  perform-, 
ing  this  analysis  is  included. 

*  -  - 
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CHAPTER  I 


INTRODUCTION 


A.  BACKGROUND. 

Two  alternative  means  of  procuring  the  integral  components/subsystems 
for  a  weapon  system  are  by  including  them  in  the  prime  contractor's  con¬ 
tract  as  contractor-furnished  equipment  (CFE)  or  by  a  procuring  activity 
providing  them  as  Government-furnished  equipment  (GEE).  Under  the  first 
option,  the  prime  contractor  has  total  system  responsibility  to  include 
acquisition,  integration  and  delivery  of  components/ subsystems  according 
to  the  terms  of  the  contract.  Conversely,  the  Government  assumes  responsi¬ 
bility  for  timely  delivery  of  conforming  material  for  integration  into  the 
end  item  when  the  GFE  strategy  is  utilized.  Permutations  on  either  method 
occur  but  the  general  case  is  still  a  choice  between  CFE  or  GFE. 

The  general  policy  for  the  Department  of  Defense  stated  in  DAR  13-201 
is  for  the  contractor  to  furnish  all  material  required  for  the  performance 
of  Government  contracts  unless  it  is  determined  to  be  in  the  best  interest 
of  the  Government  by  reason  of  economy,  standardization,  the  expediting  of 
production,  or  other  appropriate  circumstances.  Neither  the  DAR  nor  Depart¬ 
ment  of  Army  (DA)  publications  provide  a  methodology  for  assessing  any  one 
or  combination  of  these  factors  to  determine  if  the  expected  outcome  of 
using  the  GFE  option  would  be  in  the  Government's  best  interest. 

Regulatory  guidance  does  exist  to  the  extent  of  establishing  policies 
to  utilize  long  supply  and  excess  stocks  as  Government-furnished  material,^ 

^Department  of  the  Army,  US  Army  Materiel  Command  Regulation  70C-42, 
Furnishing  of  Long  Supply  and  Excess  Stocks  as  Government-Furnished  Material 
24  Janu-rry  1975,  p.  1. 


and  for  including  plans  in  system/major  items  of  equipment  procurement 
programs  to  assume  the  responsibility  for  directly  procuring  as  6FE  selected 
items  which  were  initially  CFE.^  OAR  guidance  on  Component  Breakout  is 
limited  to  decisions  dealing  with  whether  components  that  have  been  in¬ 
cluded  as  contractor-furnished  material  in  a  previous  procurement  of  the 
end  item  should  be  "broken  out."  This  guidance  specifically  excludes  the 
initial  GFE  decisions  that  must  be  made  at  the  inception  of  a  procurement 
program. 

In  the  component  breakout  situation,  guidelines  are  provided,^  the  use 
of  which  is  tempered  by  the  acknowledgement  that  the  resulting  answers  will 
generally  be  judgemental.  If  this  is  the  recognized  situation  for  an  item 
on  which  procurement  and  production  history  exists,  then  there  is  little 
likelihood  that  the  initial  acquisition  approach  decision  for  a  component 
yet  to  be  developed  will  be  straight  forward.  In  some  cases  not  only  find¬ 
ing  the  answers  but  knowing  the  appropriate  questions  to  ask  to  determine 
the  significant  factors  and  risks  involved  will  be  an  exercise  dependent 
on  expert  opinions.  The  subjective  nature  of  many  of  the  factors  involved 
in  the  choice  between  CFt  or  GFE  coupled  with  the  inherent  uncertainty 
requires  a  disciplined  objective  analysis  to  assume  a  defensible  rational 
business  decision. 

_ 

Department  of  the  Army,  US  Army  Materiel  Development  and  Readiness 
Command  Regulation  700-97,  Standard  Integrated  Support  Management  System, 
with  Change  1,  16  November  1978,  p.  6-1. 

^DAR  1-326.1  (a)  ,  p.  1:60. 
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B.  OBJECTIVES  OF  THIS  STUDY. 

The  objectives  of  this  study  were  to; 

1.  Identify  factors  influencing  the  decision  to  use  either  the  CFE  or 
6FE  option  for  subsystem/components  in  system  procurements. 

2.  Develop  a  model  to  assist  in  the  decision  process  of  choosing  the 
appropropriate  acquisition  approach. 

3.  Identify  decision  aiding  techniques  for  analysis  of  cost  and  other 
factors  under  uncertainty. 

4.  Recommend  a  CFE  vs  GFE  decision  methodology  for  use  by  DARCOM. 

C.  SCOPE. 

1.  The  scope  of  the  study  includes  the  variables  and  processes  used  by 
program  management  personnel  for  performing  an  analysis  to  select  an  acqui¬ 
sition  approach,  CFE  or  GFE.  The  study  identifies  factors  and  costs  relevant 
to  the  decision  and  discusses  significant  points  relative  to  their  analysis. 
While  the  primary  orientation  of  the  study  is  towards  decisions  on  develop¬ 
mental  components/subsystems  for  weapon  systems  or  major  end  items,  many  of 
the  factors  and  techniques  discussed  may  be  applied  to  production  CFE/GFE 
decisions.  The  guidelines  presented  in  the  following  chapters  are  not  a 
"cookbook"  but  rather  a  set  of  general i7ed  factors  (determinants)  from  which 
program  management  personnel  can  select  those  factors  appropriate  to  the  spe¬ 
cific  program  to  be  analyzed.  In  view  of  the  uniqueness  of  each  system's 
environment,  both  the  factors  and  uncertainty  analysis  technique  presented 
are  sufficiently  flexible  to  accommodate  the  addition/deletion  of  elements 
according  to  individual  system  requirements  and  constraints. 

2.  The  use  of  "he"  o*'  "his"  in  this  publication  represents  both  the 
masculine  and  feminine  genders  unless  otherwise  specifically  stated. 
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D.  TERMS  EXPLAINED. 

For  purposes  of  this  report,  the  following  definitions  are  used; 

1.  Contractor-Furnished  Equipment  (CFE).  (DARCOM-R  700-97)  Equipment 
acquired  or  manufactured  by  the  contractor  for  use  in  the  system  or  end 
item  under  contract. 

2.  Equipment.  (OARCOM-R  700-97)  Major  component  or  subsystem  incor¬ 
porated  into  or  attached  to  a  weapon  system  or  major  end  item  essential  to 
the  operational  capability  and  readiness  of  the  system  or  end  item, 

3.  Government-Furnished  Equipment  (GFE).  (DARCOM-R  700-97)  Equipment 
in  the  possession  of,  or  acquired  directly  by  the  Government  and  delivered 
to  the  contractor  for  integration  into  the  system  or  end  item, 

4.  Program  Management.  All  levels  of  Army  Acquisition  management,  to 
include  actions  by  Readiness  and  Development  comminds  elements  through 
Product  and  Project  Management  Offices. 

E.  STUDY  METHODOLOGY. 

1 .  Research  Design. 

Research  began  with  a  review  of  recent  literature  on  CFE,  GFE, 
acquisition  approach  decisions  and  analysis  techniques.  Regulatory  and 
policy  guidance  issued  by  DOO  and  Army,  Air  Force  and  Navy  elements  were 
also  examined.  These  reviews  provided  an  understanding  of  the  current 
direction  in  CFE/GFE. 

Recent  CFE/GFE  approach  decisions  were  reviewed  to  determine  the 
factors  considered  in  the  decision  and  the  type  of  analysis  used.  This 
effort  was  combined  with  interviews  of  program  management  personnel  regard¬ 
ing  CFE/GFE  decisions  and  the  impact  of  those  decisions  on  the  affected 
acquisition. 


Based  on  the  results  of  the  'research  efforts,  a  model  of  the  over¬ 
all  concept  of  CFE/GFE  acquisition  approach  was  developed.  The  model  has 
been  generalized  to  serve  for  all  types  of  weapon  system  and  major  end  item 
acquisitions  in  which  a  decision  for  choosing  a  CFE/GFE  approach  is  required. 
Incorporated  within  the  model  is  a  method  of  analysis  which  can  be  tailored 
to  accommodate  variations  in  individual  program  environments  and  require¬ 
ments.  Recommendations  for  accomplishing  the  CFE/GFE  decision  process  with¬ 
in  DARCOM  are  included. 

2.  Report  Organization. 

This  study  is  presented  in  five  chapters. 

a.  Chapter  I  presents  the  background  of  the  CFE/GFE  decision  re¬ 
quirement  and  the  scope  of  the  study. 

b.  Chapter  II  discusses  the  advantages  and  disadvantages  of  CFE 
and  GFE,  and  reasons  to  consider  using  the  6FE  approach. 

c.  Chapter  III  provides  a  model  of  the  decision  process  and  dis¬ 
cussion  of  general  factors. 

d.  Chapter  IV  relates  the  model  to  several  analysis  techniques 
with  a  detailed  discussion  of  hierarchical  structure  analysis. 

e.  Chapter  V  contains  conclusions  and  recommendations. 
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CHAPTER  II 


COliPARATIVE  ADVANTAGES 
OF  CFE/GFE 


A.  GENERAL. 

The  DAR's  support  for  using  the  Government-Furnished  Equipment  approach 
is  conditioned  by  the  requirement  that  it  be  in  the  Government's  best  inter¬ 
est,  and  by  the  notice  "It  is  the  general  policy  of  the  Department  of  De¬ 
fense  that  contractors  will  furnish  all  material  required  for  the  perfor¬ 
mance  of  Government  contracts..."^  With  these  conditions  in  mind,  it  is 
easy  to  understand  the  perception  of  program  management  personnel  that  the 
use  of  the  CFE  option  is  the  simpler  choice  since  it  is  preferred.  The 
savings  that  GFE  may  create  by  reducing  add-on  costs  (e.g.,  contractor  pro¬ 
fit,  general  and  administrative  expense,  material  burden)  is  considered  a 
tenuous  benefit  when  weighed  against  the  potential  for  increasing  program 
management  problems.  Use  of  GFE  raises  management's  concern  that  workload 
will  be  increased  without  corresponding  increases  in  assigned  manpower,  and 
cause  configuration  management  difficulties.® 

Yet,  three  program  offices  that  chose  to  aggressively  pursue 
the  GFE  option  through  effective  component  breakout  programs,  have  incurred 
estimated  savings  of  $113  million  to  $138  million.^  While  achieving  these 
savings,  the  program  offices  did  not  find  manpower  or  data  requirements 

DAR  13-201,  p.  13:6. 

department  oi  the  Air  Force,  Air  Force  Audit  Agency,  Summary  Report  of 
Audit  807510,  Component  Breakout  in  Weapon  Systems  Acquisition,  17  Dec  80, 
pp.  5-6. 

'^Ibid,  p.  2. 
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to  be  constraining  factors.® 

Choosing  an  acquisition  approach,  CFE  or  GFF,  should  be  done  with  an 
understanding  of  the  advantage's  and  disadvantages  of  both  and  conditions 
which  may  engender  either's  use.  This  chapter  will  discuss  these  considera¬ 
tions  with  the  objective  of  clarifying  tfie  applicability  of  each  approach. 
The  order  of  pr'ecedence,  CFF/GFF,  is  reversed  in  the  following  discussion 
only  to  illustrate  the  complexities  of  GFE.  This  reversal,  as  is  true  with 
the  entire  study,  is  not  meant  to  show  a  preference  for  either  approach. 

B .  GOVERNMENT-*FURNISHED  EQUIPMENT . 

Property  as  defined  in  DAR  13-101.1  consist's  of  five  categories:  ma¬ 
terial,  special  tooling,  special  test  equipment,  military  property,  and 
facilities.  Government-furnished  property  (GFP)  is  property  in  the  posses¬ 
sion  of,  or  acquired  directly  by,  the  Government  and  subsequently  delivered 
or  otherwise  made  available  to  the  contractor.^  Government-furnished  equip¬ 
ment  is  a  subset  of  GFP  consisting  of  a  major  functional  unit,  assembly, 
module  or  major  end  item  of  equipment.^® 

A  primary  characteristic  of  GFE  is  its  identification  as  an  individual 
subsystem  in  one  or  more  systems.  As  such,  its  separate  identity  permits 
independent  development,  fabrication,  and  shipment  for  integration  by  the 
prime  contractor  into  a  system  or  major  item  of  equipment. 

IMd,  p.  6. 

^DAR  13-101 .?,  p.  13:2. 

^ ^Department  of  Army,  DARCOM  Regulation  700-97,  Standard  Integrated 
Support  Management  System,  16  November  1978,  p.  A4-5'. 

D.  Dillard  and  P.  D.  Inscoe.  Identification  and  Definition  nf  the 
Elements  for  Contractor-rurhisTiecr ariJ'XIbvernmghT-TurhTshed 
Equipment  XAFIT  -  Thesis,  1978),  p.  2-3. 
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Generally,  providing  GFE  is  the  Government's  prerogative  and  entails  the 
selection  of  which  equipment  will  be  GFF.  as  well  as  supplying  it  to  the 
prime  contractor.  Should  the  Government  choose  to  use  GFE,  it  has  effec¬ 
tively  intruded  upon  the  functions  of  the  prime  contractor  thereby  assuming 
a  share  of  the  responsibility  of  his  performance.  To  undertake  such  re¬ 
sponsibility,  GFE  should  offer  some  advantages  to  the  Government,  and  con¬ 
versely  disadvantages  should  be  anticipated.  It  should  be  recognized  some 
advantages  can  also  be  disadvantages,  hov.'ever,  management  philosophy  or  other 
considerations  dictate  which  viewpoint  the  program  management  personnel  take 
in  the  decision  process. 

1 .  Advantages  of  GFE. 

An  advantage  normally  considered  as  resulting  from  the  use  of  GFE  is 
cost  savings.  By  displacing  the  prime  contractor,  the  Government  expects  to 
save  those  direct  and  indirect  costs,  and  their  related  profit/fee  contribu¬ 
tion,  it  would  otherwise  pay  a  prime  contractor  to  manage  a  subcontract  for 
a  subsystem.  The  contract  cost  areas  in  the  measurement  base  which  may  be 
reduced  include  material,  material  burden,  and  general  and  administrative 
(G&A)  expenses.  Potential  savings  from  profit/fee  are  dependent  upon  the 
profit/fee  •"ate  and  the  measurement  base  the  rate  is  applied  to.  A  recent 
study  found  the  average  profit/fee  negotiated  on  Army  research  and  develop¬ 
ment  contracts  is  1 .11  and  10.0?  for  production  contracts. Even  though 
the  percentage  of  profit/fee  for  the  total  contract  or  for  an  individual 
cost  element  may  not  be  reduced,  each  dollar  removed  from  the  measurement 
base  would  result  in  a  decrease  in  the  absolute  value  of  profit/fee  dollars. 

12' 

G.  Klopp,  Army  Procurement  Research  Office,  APRO  81-01,  Weighted 
Guidelines  Trend  Analysis  (Draft  Study  -  January  1981),  Appendix  I. 
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While  a  reduction  in  the  contractor's  total  cost  base  for  an  individual 
burden  rate  may  raise  the  rate,  thereby  mitigating  the  effect  of  the  cost 
reductions,  this  would  only  decrease  the  realized  savings  proportionally, 
not  in  their  entirety. 

In  those  instances  where  the  prime  contractor  would  have  directly  pro¬ 
duced  the  component  or  subsystem,  6FE  promotes  the  spreading  of  the  pro¬ 
curement  base.  Use  of  diversified  contractors  to  provide  material  would 
serve  two  functions.  First,  as  a  long  range  objective,  it  would  assist  in 
the  effort  to  revitalize  the  defense  industrial  base.  While  the  major 
system  contractors  have  been  maintained  by  low  rate  production  and  foreign 
military  sales,  the  overall  defense  industry  capability  has  deteriorated. 

At  the  lower  tiers  of  the  defense  industry  there  has  not  only  been  a  deter¬ 
ioration  in  efficiency  but  a  steep  decline  in  the  number  of  sources  willing 
to  do  defense  work.  In  conjunction  with  other  initiatives,  use  of  GFE  would 
provide  opportunities  to  broaden  the  participation  of  lower  tier  contrac¬ 
tors.^^  Secondly,  diversification  of  contractors  supports  the  use  of  com¬ 
petitive  procurement  techniques.  The  introduction  of  competition  is  signi¬ 
ficant  because  of  its  demonstrated  effect  on  price.  Recent  analysis  has 
found  median  savings  ranging  from  11. 9X  to  24.3yJ^  when  material  is  converted 
from  sole  source  to  competitive  procurement. 

^^"Industry  Base:  GAO,  Others  Continue  Strong  Support  for  Increasing 
Use  of  Multiyear  Contracts,"  Federal  Contracts  Report,  859  (Dec  1,  1980), 
pp.  A3-4. 

^^Charles  Smith  and  Charles  Lowe,  Army  Procurement  Research  Office, 

APRO  P-5,  Sole  Source  and  Competitive  Price  Trends  in  Spare  Parts  Acquisi¬ 
tion  (Draft  Study  -  January  1981). 


Another  potential  advantage  of  6FE  is  that  the  Government  retains 
management  control  over  product  design.  Unlike  the  case  in  which  the  prime 
contractor  is  fully  responsible  for  technical  direction,  the  Government  is 
able  through  6FE  to  directly  monitor  or  influence  design  specifications 
for  development  and  production  of  the  system. 6FE  supports  the  competi¬ 
tive  development  selection  of  the  "best"  subsystem  based  on  Government  ob¬ 
jectives  without  a  prime  contractor's  possible  bias  towards  an  in-house 
candidate. 

If  the  Government  has  required  the  prime  contractor  to  indicate 
what  the  cost  would  be  for  equipment  planned  as  GFE,  it  has  generated  a 
potential  negotiating  point  to  reduce  the  cost  of  CFE.  Considering  the 
administrative  workload  and  Increased  Government  responsibi 'ity  (discussed 

GFE  Disadvantages  below)  which  may  be  incurred  with  GFE,  it  may  be 
beneficial  to  attempt  to  reduce  any  cost  differential  between  CFE  and  GFE 
options.  With  the  price/cost  data  available  from  the  GFE  proposals,  the 
Government's  negotiating  power  with  the  prime  can  be  applied.^® 

2 .  Disadvantages  of  GFE. 

As  mentioned  earlier,  the  use  of  GFE  is  often  disregarded  because 
of  the  perception  that  it  entails  an  inordinate  increase  in  the  Government's 
administrative  workload.  While  the  magnitude  may  be  over- emphasized,  the 
fact  that  GFE  requires  more  management  cannot  be  disputed.  GFE  places  the 
Government  in  the  position  of  a  supplier  of  material  as  well  as  a  buyer  of 

f5 

M.  Robert  Seldon,  Life  Cycle  Costing:  A  Better  Method  of  Government 
Procurement  (Boulder,  CO:  WestvTeW  Press,  1979),'  p.  63!i 

16 

Department  of  Navy,  Navy  Ships  Systems  Command,  CFE/GFE  Policy  Study 
Final  Report  (June  1067),  p.  V3. 


10 


the  siystem.  Starting  with  requirements  determination  through  production, 
inspection,  acceptance  and  delivery  of  the  product  to  the  prime  contractor, 
the  Government  is  responsible  to  provide  timely,  conforming  material.  Few 
defense  agencies  have  (and  are  unlikely  to  get)  the  staff  necessary  to 
perform  the  increased  coordination^ ^  when  the  GFF  is  material  for  other 
than  stock. 

There  is  a  technical  risk  of  GFE  not  conforming  at  the  time  of 
delivery  with  a  system  specification  which  has  fluctuated  from  the  original 
baseline  the  GFE  was  produced  to  or  failing  to  interface  with  the  system. 

This  has  a  twofold  impact.  First,  as  a  continuation  of  the  increased  admin¬ 
istrative  workload  in  providing  GFE,  resolution  of  GFE-connected  difficulties 
will  consume  the  time  of  engineers  and  managers.  With  the  manpower  ceilings 
and  severe  shortages  being  experienced  in  the  scientific  and  engineering 
fields  by  defense  activities,  the  ability  to  respond  to  and  to  solve  such 
problems  is  possible  only  by  forgoing  other  tasks.  Secondly,  the  cost  of 
any  modifications  or  retrofits  to  originally  cor.forming  GFE  will  be  the 
Government's  either  as  a  direct  cost  or  a  claim  from  the  prime  contractor. 

In  addition  to  claims  for  modification  or  retrofit  work,  the  system 
contractor  may  be  able  to  justify  claims  against  the  Government  for  in¬ 
creased  costs  due  to  such  GFE  related  problems  as: 

-  Delay 

-  Disruptions  and  Production  Inefficiencies  due  to  late  GFE 

-  Repair  of  Defective  GFE 

Seldon,  op.  cit.,  p.  636. 
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-  Late  Availability  of  Design  Information 

-  Insufficient  Stocks  of  Spare  Parts  and  Test  Equipment  ° 

Even  though  a  System  Integration  Clause  may  preclude  some  of  Govern¬ 
ment's  liability,  claims  resulting  from  late  delivery  or  non-conforming  ma¬ 
terial  might  still  be  submittedJ^  Of  equal  concern  in  a  claim  situation, 
is  the  opportunity  afforded  the  contractor  to  escape  responsibility  for  his 
own  mistakes  or  failures.  A  GFE  problem  may  so  obscure  a  contractor's  in¬ 
adequate  pe*"formance  that  he  is  able  to  avoid  any  penalties  and  potentially 
correct  his  mistakes,  under  the  guise  of  being  GFE  related,  at  the  Govern¬ 
ment’'  expense  in  terms  of  time  and  dollars. 

C.  CONDITIONS  FOR  THE  USE  OF  GFE. 

The  existence  of  certain  conditions  or  a  combination  of  them  may  prompt 
the  consideration  of  using  GFE.  Some  of  the  reasons  often  given  for  using 
GFE^^  include: 

-  Standardization 

-  Logistics  Support 

-  Configuration  Control 

-  In  Stock  in  Long  Supply 

-  Single  Source 

-  Long  Leadtime  Components 

-  Reduction  of  Cost 

-  Equipment  Complexity 
^  Tr 

Department  of  Navy,  0£.  cU.  ,  pp.  I:6-I:7. 

^^F.W.  Helwig  and  W.B.  Williams,  Army  Procurement  Research  Office, 

APRO  506,  Evaluation  of  the  System  Responsibility  Concept  (Unpublished 
Study  -  February  1975T,  p.  ?7. 

?n 

Department  of  Navy,  op.  cit. ,  p.  1:7. 

Department  of  Navy,  op.  cit. ,  PP.  1 1 1. 1 -1 1 1. 9 


Several  of  these  within  the  scope  of  a  given  procurement  may  justify 
GFE.  If  the  expected  cost  saving  is  sufficient  to  overcome  the  total  cost^^ 
and  increased  liability  the  Government  will  incur  with  GFE,  cost  saving  alone 
may  warrant  its  use.  With  the  long  leadtimes  prevalent  with  many  defense  pro 
ducts,  the  Government  muy  be  in  a  position  to  offset  lengthy  delivery  sched¬ 
ules  by  procuring  GFE  before  award  of  the  system  contract.  The  complexity 
of  an  item  may  make  it  a  GFE  candidate  if  the  prime  contractor  is  reluctant 
to  either  accept  the  design  development  and  cost  risks  involved  or  only  with 
the  inclusion  of  unacceptably  high  dollar  contingencies.  With  the  omni¬ 
present  requirement  to  weigh  net  cost  savings  against  increased  liability, 
providing  GFE  from  excess  or  long  supply,  or  by  direct  procurement  from  a 
sole  source  may  be  valid  options. 

On  the  other  hand,  issues  such  as  standardization  and  logistic  support 
are  really  functions  of  the  selection  of  equipment  included  in  a  system 
rather  than  the  method  the  equipment  is  procured  by.  Likewise,  the  effec¬ 
tiveness  of  configuration  control  is  a  mutual  obligation  of  the  Government 
and  the  prime  contractor  and  would  involve  the  entire  system,  not  only  se¬ 
lected  equipment. 

D.  CONTRACTOR-FURNISHED  EQUIPMENT. 

From  a  physical  and  functional  viewpoint,  there  is  no  difference  b**- 
tween  equipment  being  provided  as  CFE  or  GFE.^^  The  difference  lies  in  th2 
obligation  for  delivery  of  conforming  material  'Remaining  with  the  contractor. 

See  Chapter  III  for  discussion  of  the  com|.  ts  of  GFE  cost. 

23 

Dillard  and  Inscoe,  op.  cit. ,  p.  3. 
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Since  the  pros  and  cons  of  using  CFE  are  generally  the  reverse  of  GFE, 
rhey  will  only  be  sunrtarized  here.  CFE  allows  the  Government  to  avoid  the 
responsibilities  it  would  bear  as  a  supplier  of  material.  This  reduces  the 
Government's  exposure  to  claims  while  maximizino  the  contractor's  burden  to 
demonstrate  that  any  problems  were  beyond  his  control.  The  diminished 
commitment  in  personnel  to  handle  administrative  tasks  and  resolve  CFE  re¬ 
lated  technical  or  management  problems  will  allow  the  manpower  resources 
to  be  applied  to  their  original  missions.  These  advantages  are  "bought"  by 
the  increased  rosta,  overhead  and  profit/fee  paid  the  system  contractor  to 
perform  the  role:  and  assume  the  risk:  the  Government  would  have  had  with 
GFE.  The  loss  of  potential  cost  savings  and  Government  management  control 
over  system  design  and  production  are  two  major  disadvantages  of  CFE. 

E.  SUMMARY. 

This  chapter  has  discussed  advantages  and  disadvantages  of  both 
approaches,  CFE  and  GFE.  The  reduction  of  cost  and  increased  Government 
control  are  the  primary  advantages  of  GFE  but  they  must  be  weighed  against 
the  increased  t esponsibi 1 ities  the  Government  has  as  a  supplier  and  the 
increased  exposure  to  contractor  claims.  CFE  has  the  advantage  of  leaving 
the  prime  contractor  fully  responsible  for  his  performance  but  at  the  cost 
of  paying  the  contractor  to  perform  the  equipment  acquisition  function. 

This  discussion  was  intended  to  acquaint  the  reader  with  some  of  the  diffi¬ 
culties  and  consideration  involved  in  choosing  an  acquisition  approach. 


CHAPTER  III 


CFE/GFE  DECISION  MODEL 

A.  GENERAL . 

While  the  basic  process  of  selecting  either  CFE  or  GFE  as  the  more  appro¬ 
priate  means  of  supplying  subsystems  and  components  is  relatively  simple, 
tfie  complexities  that  may  be  added  to  the  selection  process  are  highly  situ¬ 
ational  dependent.  These  complexities  will  vary  with  such  conditions  as 
program  or  command  policies,  decision  level  thresholds  or  external  concern 
(e.g..  Congress);  moreover,  the  decision  will  be  influenced  by  the  type  and 
availability  of  data.  This  chapter  presents  general  mooels  for  the  selection 
process,  an  analysis  approach,  and  a  discussion  of  CFE/GFE  analysis  factors. 

B.  CFE/GFE  APPROACH  SELECTION  PROCESS. 


In  its  simplest  form,  the  process  of  making  a  decision  to  use  either  CFE 
or  GFE  can  be  performed  in  two  phases  as  shown  in  the  selection  process  model 
(figure  1).  Th^s  general  model  is  subject  to  the  addition  of  many  interven¬ 
ing  steps  to  accomplish  management  or  policy  (regulatory)  objectives.  How¬ 
ever,  their  inclusion  is  dependent  on  diverse  program,  command  or  agencies 
requirements  which  are  not  known  and  therefore  not  considered  herein. 
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The  first  phase  of  the  process  is  a  study  of  the  system  or  major  end  item 
to  identify  equipment  susceptible  to  being  provided  as  GFE.  Criterion^^  to 
consider  in  selecting  candidates  might  include: 

1.  Standard  Items/Common  Use 

2.  Items  in  Government  Inventory 

3.  Commercial  Items 

4.  Items  being  developed  undcir  Government  contract 

5.  Equipment  to  be  developed 

6.  Combination  of  any  of  the  above. 

Further  screening  of  equipments  for  designation  as  GFE  candidates  should 
address  whether  the  potential  net  cost  savings  will  be  sufficient  to  warrant 
further  analysis  or  even  immediate  use  as  GFE.  Immediate  selection  would  be 
dependent  upon  the  ability  of  the  selection  authority  to  determine  that  this 
action  would  not  jeopardize  the  quality,  reliability,  performance  or  timely 
delivery  of  the  end  item,^®  even  though  expected  savings  may  be  substantial. 

An  example  of  an  item  identification  methodology  used  by  the  Air  Force  is 
provided  in  the  Appendix.  Though  the  appendix  is  intended  only  as  an  example, 
this  methodology  has  been  studied  for  practicality  and  efficiency,  and  is 
considered  the  best  available  documented  structured  approach. 

Based  on  the  outcome  of  the  equipment  identification  step,  the  four  possible 
courses  of  action  in  the  second  phase  are  shown  in  figure  1.  First,  if  no 
equipment  is  identified  as  a  suitable  GFE  candidate,  the  CFE  approach  will 
remain  the  sole  procurement  method.  Secondly,  even  though  candidates  are 

^^Department  of  Air  Force,  Air  Force  System  Command/Air  Force  Logistics 
Command  Regulation  800-31,  Government-Furnished  Equipment/Contractor-Furnished 
Equipment  (GFE/CFE)  Selection  Process,  GPE  Acquisition  and  GFE  Management, 
TTTuly  1979,“  p."  4. 

25 

DAR  1-326.2,  op.  cit.,  p.  1:60. 
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found,  no  further  analysis  is  performed  because  CFE  (for  whatever  reason) 
is  the  preferred  state.  In  the  third  course  of  action,  the  GFE  option  is 
chosen  without  further  analysis  on  the  basis  of  a  combination  of  apparent 
significant  net  cost  savings  potential  and  no  obvious  factors  which  might 
jeopardize  the  prime  contractor's  performance.  Finally,  if  the  conditions 
for  the  third  course  are  not  that  obvious,  and  neither  of  the  other  two 
choices  are  made,  a  more  detailed  analysis  of  the  GFE  candidates  will  be 
required  in  order  to  aid  in  a  decision.  The  better  approach  may  be  re¬ 
commended  on  the  basis  of  a  rational  presentation  of  the  benefits  and  pro¬ 
blems  involved  with  each  alternative. 

A  GFE  decision  may  be  required  under  two  basic  sets  of  conditions.  An 
initial  determination  could  occur  during  the  conceptual,  demonstration  and 
validation,  full-scale  engineering  development  or  first  production  phases  in 
the  life  cycle  of  a  system  or  major  end  item.  Component  breakout  extends 
the  decision  through  the  production  and  deployment  phase  to  components  which 
have  been  included  as  contractor-furnished  in  a  previous  procurement  of  the 
system  or  end  item.^® 

From  a  practical  standpoint,  while  a  decision  may  be  made  at  any 
time,  the  ability  to  implement  them  is  dependent  on  the  timing  of  the 
decision  versus  program  schedules  and  administrative  and  production  lead- 
times.  The  objective  is  to  acquire  and  provide  GFE  without  adversely 
impacting  the  prime  contract  schedule.  The  decision  process  must  allow 
sufficient  time  for  an  equipment  and  acquisition  approach  selection  as  well 

DAR  1-326.1,  p.  1:60. 
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as  for  Government  procurement  actions  for  those  items  designated  to  be  GFE. 

Consideration  of  the  life  cycle  phase  of  a  system  and  its  subsystem  will 
help  to  determine  which  factors  and  subelements  are  appropriate  to  a  par¬ 
ticular  analysis.  The  type  and  amount  of  development  still  required,  the 
extent  of  Government  involvement  in  supporting  the  system  contract,  and 
the  reputation  of  the  prime  contractor  are  examples  of  the  environmental 
characteristics  which  influence  factor/subelements  selection. 

C.  CFE/GFE  ANALYSIS  MODEL. 

The  CFE/GFE  analysis  model  (fig.  2)  shows  the  decision  being  made  from 
the  analysis  of  both  the  CFE  and  GFE  approach  required  in  the  fourth  course 
of  action  of  the  selection  process  (fig.  1).  Neither  approach  can  be  eval¬ 
uated  by  itself  since  determination  of  the  costs  or  benefits  of  one  requires 
it  be  compared  to  the  costs  and  benefits  of  the  other.  Put  another  way,  the 
decisionmaker  must  make  a  simulatneous  evaluation  of  benefits  and  costs 


Analysis  r 
Required 


Technical  Factors^. 
Management  Factors 
Schedule  Factors 
Cost  Factors 
Logistic  Support  Factors 


Technical  Factors 
Management  Factors 
Schedule  Factors  - 
Cost  Factors 

Logistic  Support  Factors 


CFE/GFE  ANALYSIS  MODEL 
FIGURE  2 
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expected  or  foregone  by  choosing  one  course  of  action  rather  than  another. 

The  model  is  based  on  an  analysis  technique  called  hierarchical  decom¬ 
position  which  is  explained  in  more  detail  in  Chapter  IV.  Briefly,  this 
technique  involves  the  decomposition  of  an  area  of  analysis  into  its  compo¬ 
nents  and  their  subelements  until  the  relevant  costs,  risks  and/or  benefits 
of  each  can  be  assessed.  These  anticipated  outcomes  can  then  be  evaluated 
to  determine  their  relative  importance  and  any  trade-offs. 

The  factors  depicted  in  the  model  are  general  categories  in  which  the 
Government  may  incur  costs  or  benefits  dependent  upon  which  acquisition 
approach  is  chosen.  The  proposed  determinant  factors  are: 

1.  Technical  -  the  impact  of  technical  (performance/design)  aspects 
of  the  subsystem  or  system  on  other  functions,  e.g.,  interface  requirements 
or  quality  assurance. 

2.  Management  ••  Government  management  costs  to  accomplish  management 
and  adniinist’'ati ve  tasks,  such  as  scheduling,  and  GFE  procurement  and  con¬ 
tract  administration;  the  ability  of  the  Government  to  accomplish  Govern¬ 
ment  policy  and  recjulatory  objectives. 

3.  Schedule  -  the  risk  a  subsystem  contributes  to  the  system 
schedule  and  its  variation  according  to  acquisition  approach  used. 

4.  Cost  -  Effect  on  costs  based  on  source  ot  supply,  contractor  or 
Government.,  Includes  net  cost  savings  and  cost  risks. 

5.  Logistics  Supporc  -  Costs/benefits  associated  with  how  logistics 
support  wiTI  be  provided. 

While  the  diversities  encountered  from  program  to  program  make  it 

~n 

Gene  H.  Fisher,  Cost  Considerations  in  System  Ana  lysis  (Mew  fork: 
American  Elsevier  Press  Co,  Inc.,  1 97f) ,  p. 
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f.  Which  method  is  favored  when  the  number  of  items  to  be  acquired 
is  considered? 

g.  Which  method  better  allows  for  Foreign  Military  Sales  (FMS) 
considerations  to  be  fulfilled. 

3.  Schedule. 

Which  method  better  provides  the  leadtime  needed  to  meet  the  prime 
contractor's  schedule  requirements? 

4.  Cost. 

a.  Which  method  handles  the  program's  funding  constraints  better? 

b.  Which  method  is  more  cost  effective  (e.g.,  how  does  the  contrac¬ 
tor's  overhead  cost  compare  with  the  cost  of  any  additional  Government  re¬ 
sources  that  would  be  needed  if  the  item  was  supplies  as  GFE)? 

c.  Which  method  better  exploits  the  unit-price  savings  resulting 
from  competition?  Are  there  several  vendors  who  can  supply  the  selected 
item? 

d.  Which  m  ♦■hod  promotes  the  acquisition  and  use  of  productivity 
enhancing  capital  equipment  by  a  contractor? 

e.  Which  method  has  a  more  acceptable  degree  of  cost  risk? 

5 .  Logistics  Support. 

a.  If  an  item  is  not  in  the  DOD  inventory  and  is  non-supportable , 
which  method  of  acquisition  would  be  the  most  advantageous  to  the  Government 
for  providing  logistics  support  elements  (such  as  technical  data  and  spares) 
after  it  is  supplied? 

b.  Which  acquisition  method  better  provides  for  maintaining  the 
item  after  delivery  to  the  contractor? 

c.  If  an  item  is  available  in  the  DOD  inventory,  can  it  be  kept  in 
a  holding  account  until  needed?  Are  there  enough  spares  and  repair  parts 
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to  support  the  additional  operational  requirements?  Which  acquisition 
method  do  these  considerations  favor? 


The  subelement  of  Government  management  costs  under  the  cost  factor 

warrants  further  discussion.  The  CFE/6FE  management  costs  shown  in  figure 

3  and  4  were  identified  by  AF  program  management  personnel  involved  in  CFE/ 

GFE  decision  making  as  relevant  to  management  cost  analysis.  Even  though  a 

29 

majority  of  the  costs  were  judged  to  be  impractical  to  use,  this  listing 
does  point  out  the  types  of  Government  resources  involved  in  GFE  management. 
While  the  obvious  difference  between  the  Government  costs  for  CFE  (figure  3) 
and  GFE  (figure  4)  are  the  added  costs  under  the  title  Project  Office,  it 
must  be  emphasized  that  many  of  the  repeated  costs  in  other  Government  offices 
will  be  influenced  by  the  use  of  GFE. 

A  more  specific  listing  of  the  types  of  tasks  the  Government  may  be  invol¬ 
ved  with  in  the  GFE  case  include  those  *'urce  costs: 

...  relating  to  requirements  'nation,  order  processing, 

procurement,  item  cost,  tra  on,  receiving  and  storage, 

invoice  and  payment  process.. .it  returns,  repackaging, 
distribution,  inspection  and  quai,.^  -ontrol ,  and  disposal  of 
obsolete  and  excess  stock.  Also  included  are  indirect  costs 
associated  with  personnel  support,  depreciation,  and  interest 
on  investment  in  cash,  receivables,  inventory,  and  real  and 
personal  property. 

These  costs  and  the  ability  to  measure  their  variance  due  to  using  GFE 
will  vary  from  command  to  command.  The  intent  of  this  discussion  is  not  to 
direct  their  use  or  set  forth  how  much  weight  they  should  be  given  in  an 
analysis,  the  objective  is  only  to  identify  costs  which  infuence  the  total 
cost  or  benefits  of  using  either  CFE  or  GFE. 
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Dillard  and  Inscoe,  op.  cit.,  pp.  50-51. 

^*^GA0  Report  B- 178214,  Uninformed  Procurements  Decisions  for  Commercial 
Products  are  Costly,  p.  3.  ' 


Source:  Figure  4.2.,  Dillard  and  Inscoe,  op.  cit. ,  pp.  35-36. 


Source:  Figure  4.1.,  Dillard  and  Inscoe,  op.  cit.,  pp.  33-34. 


D.  SUMMARY. 

The  CFE/GFE  selection  process  is  a  two  phase  procedure.  First,  equipment 
suitable  for  being  provided  as  GFE  must  be  identified.  Secondly,  the 
acquisition  method  for  the  selected  equipment  must  be  evaluated  to  determine 
the  most  effective  approach.  The  factors  and  subolenients  involved  in  the 
analysis  will  vary  according  to  the  equipment  and  organizations  involved. 
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CHAPTER  IV 


ANALYSIS  TECHNIQUES 


A.  GENERAL. 

The  CFE/GFE  decision  model  provides  a  framework  for  the  user  to  identify 
the  variables  (factors)  for  a  specific  analysis.  Various  analysis  techniques 
must  then  be  appliec  to  the  model  to  provide  the  decisionmaker  with  a  ration¬ 
al  basis  to  choose  CFE  or  GFE.  The  analysis  for  a  CFE/GFE  decision  can  be 
very  simple,  ainountinq  to  no  more  than  an  estimation  of  the  profit  paid  the 
prime  contractor  to  manage  subcontracts.  In  fact,  there  is  evidence  that  this 
is  the  primary  means  of  assessing  management  costs. Conversely,  the  analysis 
can  legitimately  require  the  efforts  of  a  project  team  just  to  determine  what 
factors  and  subelements  should  be  included.  This  chapter  discusses  some  of 
the  types  of  analysis  that  might  be  used,  and  provides  further  explanation 
of  the  hierarchical  decomposition  approach  to  decision  aiding.  Because  the 
actual  analysis  should  be  accomplished  by  analysts  familiar  with  the  intri¬ 
cacies  of  each  technique,  the  intent  of  this  chapter  is  only  to  suggest 
alternative  methods.  The  chapter  will  not  give  a  full  treatment  to  each 
type  of  analysis  method. 

B .  analysis,  t.^hn j.qy t: s . 

The  use  of  a  disciplined  analysis  technique  to  assist  in  the  CFE  versus 
GKE  decision  provides  a  methodology  to  rationally  assess  the  applicable 
factors.  Even  though  many  of  the  factors  may  result  in  subjective  responses, 
their  systematic  evaluation  provides  a  basis  for  a  defensible  decision. 

3i  ■ 

Dillard  and  Inscue,  op.  cit.,  p.  57. 


Depending  on  the  complexities  of  the  analysis  required,  several  techniques 
may  be  applicable.  The  choice  will  depend  on  the  type  and  availability 
of  data  to  be  used,  the  factors  involved,  e.g.,  cost  only  or  cost  and  one  or 
more  other  factors  or  factors  other  than  cost.  Some  analysis  may  require 
a  combination  of  techniques.  The  following  are  suggested  as  potential  tools 
to  use  in  the  decision  aiding  process. 

1.  Analogy  -  The  simplest  analysis  is  to  compare  the  item  under 
consideration  to  another  which  is  or  was  6FE.  If  both  share  some  charac¬ 
teristics,  e.g.,  technical  and  cost  similarity,  it  can  be  inferred  they 
will  probably  agree  in  other  ways.  Therefore,  if  one  item  was  successfully 
used  as  RFE,  a  like  item  in  similar  circumstances  should  have  comparable 
success.  Such  judgements  have  the  advantage  of  providing  a  fast  analysis 
but  with  a  rather  limited  scope  sine?  dynamics  of  the  situations  are  ignored. 

2 •  Economic  Analysis . 

Economic  analysis  is  a  systematic  approach  to  identify  the  benefits 
and  other  outputs  and  costs  associated  with  alternative  ways  of  accomplishing 
a  given  program.  DODI  7041.3,  Economic  Analysis  and  Program  Evaluation  for 
Resource  Management,  provides  general  guidelines  on  the  criteria  for  its  use 
and  its  methodology.  It  is  basically  oriented  to  the  concept  of  economic 
analysis,  and  periodic  reviews  and  updates. 

3 ■  Uncertainty  An.5' 

Economic  analysis  may  be  considered  a  subset  of  uncertainty 
analysis.  Uncertainty  analysis  adds  the  scope  of  assessing  the  risk  Involved 
with  a  specific  course  of  action  in  terms  of  cost,  schedule  and  performance 
to  determine  the  probability  of  realizing  the  program's  objectives.  This 
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provides  a  means  of  quantifying  uncertainty.  An  outline  of  uncertainty 
assessment  techniques  can  be  found  in  Decisions  and  Designs,  Inc.,  Handbook 
for  Decision  Analysis  or  DA ROOM  Handbook  H- 1.1 -79,  Army  Programs  Decision 
Risk  Analysis  (DRA)  Handbook . 

4 .  Hierarchical  Decomposition . 

Hierarchical  decomposition  is  a  methodology  for  analyzing  a  complex 
problem  by  decomposing  it  into  manageable  subelements.  It  is  explained  in 
more  detail  than  the  other  techniques  because  it  is  not  that  well  known.  More¬ 
over  its  flexibility  lends  itself  to  such  analysis  as  the  CFE/GFE  decision  in 
which  a  variety  of  different  factors  are  involved  under  conditions  of  uncer¬ 
tainty.  The  CFE/GFE  analysis  model  utilizes  the  hierarchical  structure  be¬ 
cause  of  its  adaptability. 

With  differing  values  (dollars,  performance,  time,  etc.)  and  uncer¬ 
tainties  for  the  factors  and  subelements  involved  in  a  particular  CFE/GFE 
decision,  it  becomes  extremely  difficult  to  assess  the  outcome  of  the  end 
alternative  (CFE  or  GFE)  directly.  The  objective  of  the  hierarchical  de¬ 
composition  is  by  continuing  to  decompose  a  factor  to  the  point  where  the 
uncertainties  of  the  subelements  con  be  assessed,  a  recomposition  back 
through  the  hierarchical  structure  (figure  5)  will  provide  an  overall 
assessment  of  the  possible  outcomes.  The  assessment  is  then  used  by  the 
decisionmaker  to  select  the  best  alternative. 

3T 

Scott  Barclay,  ot.  a1..  Handbook  for  Decision  Analysis  (McLean,  VA: 
Decisions  and  Designs,  Inc.,  1977rPP-  117-12^. . 
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Decision 


Note:  This  is  an  example  only  and  meant  to  show  how 

factors/subelements  can  be  decomposed  to  a  level  where  they 
can  be  assessed. 

EXAMPLE  OF  HIERARCHICAL  STRUCTURE 
FIGURE  5 

Essentially  the  analysis  can  be  accomplished  in  five  sveps. 

1.  The  most  important  factors  (technical,  cost,  management,  schedule, 
and  logistics  support)  arc  selected.  A  project  team  breaks  these  down  to 
the  relevant  subelements  with  supporting  rationale. 

2.  Criterion  to  evaluate  the  subelements  by  are  then  established. 

3.  Each  subelement  is  assessed  on  the  basis  of  its  outcome. 

4.  The  outcomes  are  then  weighed  according  to  their  importance  and 
trade-offs  analyzed. 

5.  Results  of  analysis  are  determined  and  supporting  rationale 
developed. 
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This  methodology  has  several  advantages.  It  is  flexible,  the  explicit 
relationships  are  documented  as  well  as  analyzed, and  its  rationality  con¬ 
tributes  to  its  defens ibility.  Since  the  problem  is  reduced  to  its  sub¬ 
elements,  individuals  knowledgeable  in  those  areas  can  contribute  their 
expertise  without  necessarily  contributing  to  the  full  question.  Both 
qualitative  and  quantitative  data  can  be  incorporated  into  the  analysis. 

C.  SUMMARY. 

The  choice  of  an  appropriate  analysis  technique  for  CFE/GFE  decision 
aiding  will  depend  on  the  extent  and  type  of  data  available  and  complexity 
of  the  situation  involved.  Analogy  is  a  simple  technique  to  use,  especially 
if  the  time  available  for  analysis  is  limited,  but  is  inadequate  in  its 
ability  to  assess  differences  between  the  items  being  compared.  Economic 
and  uncertainty  analyses  are  more  powerful  tools  which  can  measure  the 
expected  outcome  of  a  decision  in  terms  of  costs  or  benefits  and  with 
consideration  of  the  uncertainties  involved.  Hierarchical  decomposition  is 
an  example  of  a  flexible  analysis  technique  suited  to  CFE/GFE  analysis  which 
requires  the  analysis  of  multiple  dissimilar  factors. 


CIlAPTrR  V 


CONCLUSIONS  AND  RECOMMENDATIONS 


A.  CONCLUSIONS. 

The  choice  between  using  tho  CFE  or  GFE  approach  is  a  highly  situational 
dependent  decision.  The  prime  advantage  of  GFE  is  potential  cost  savings, 
but  it  may  bring  about  increased  management  costs  and  the  increased  poten¬ 
tial  for  contractor  claims.  CFE  serves  to  maintain  the  contractor's  re¬ 
sponsibility  for  performance  in  return  for  payment  of  material  overhead, 
general  and  administrative  expenses,  and  profit/fee  for  equipment  the 
contractor  purchases  or  manufactures  directly. 

The  CFE/GFE  selection  process  requires  two  determinations.  First, 
equipment  must  be  selected  which  is  suitable  for  GFE.  Secondly,  CFE/GFE 
factors-technical ,  management,  cost,  schedule,  and  logistic  support-for 
both  approaches  must  be  assessed  to  find  the  more  effective  option. 
Management  costs  most  certainly  accrue  from  the  use  of  GFE,  but  they  are 
difficult  to  quantify.  Consequently,  net  cost  savings  for  GFE  are  most 
often  computed  on  the  basis  of  estimated  contractor  profit/fee  and  other 
contract  costs  rather  than  full  economic  costs. 

Several  techniques  can  be  used  to  analyze  a  CFE/GFE  choice  including 
analogy,  economic  analysis  and  uncertainty  analysis.  A  type  of  uncertainty 
analysis  with  the  requisite  flexibility  for  CFE/GFE  decision  aiding  is 
hierarchical  decomposition.  While  recognizing  both  the  quantitative  and 
subjective  analysis  involved,  the  use  of  the  forementioned  techniques  to 
conduct  a  disciplined  systeiiiatic  analysis  of  a  CFE  versus  GFE  choice  will 
support  a  defensible  decision. 
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B-  RECOMMENDATIONS. 

1.  It  is  recommended  a  DARCOM  policy  on  the  use  of  GFE  be  established. 
At  present,  GFE  is  discussed  only  in  terms  of  using  excess  stocks  or  for 
its  management  in  the  Standard  Integrated  Support  Management  System. 
Suggested  extracts  from  AFSC/AFLC  Regulation  800-31  to  be  used  in  develop¬ 
ing  DARCOM  guidance  are  provided  at  Appendix  B. 

2.  It  is  recommended  the  DARCOM  Comptroller  establish  guidance  on  the 
cost  of  performing  management  functions,  e.g.,  contract  administration, 
engineering  support  and  requirements  determination,  for  use  in  analyzing 
management  costs  of  using  CFE  or  GFE.  This  guidance  could  also  be  applied 
to  the  analysis  of  inventory  costs,  realignment  of  materiel  management 
assignments  and  other  commodity  command  functions. 

3.  It  is  recommended  that  the  use  of  structured  techniques  such  as 
hierarchical  decomposition  be  considered  for  conducting  CFE/GFE  analysis. 


APPENDIX  A 

IDENTIFICATION  OF  GFE  CANDIDATES 

This  appendix  providRS  an  example  of  an  item  selection  process  used  by  the 
Air  Force  to  find  GFE  candidates.  This  extract  from  AFSC/AFLC  Regulation 
800-31  is  intended  only  as  a  guide  for  development  of  selection  criteria 
and  analysis  techniques  appropriate  to  an  individual  system's  requirements. 

4.  Item-Selection  Process: 

a.  Review  the  program’s  requirement?  for  equipment  and  its  plans  for 
managing  equipment. 

b.  Review  the  questions  on  the  item-selection  ;hecK1ist,  and  verify  that 
they  apply  to  orogram  needs. 

c.  Tailor  categories  and  questions  on  the  item- selection  checklist  to 
meet  unique  program  requirements. 

d.  Assign  weights  to  each  of  the  four  categories  (technical,  schedule, 
logistics  support,  and  cost).  The  weights  should,  ref  ect  each  category’s 
importance  to  the  program.  We  recommend  that  the  points  (weights)  assigned 

to  all  categor’ns  total  100  Show  these  weights  on  the  item-selection  summary 
wo'"ksheet. 

6.  Assign  a  numerical  value  for  the  answer  to  each  question.  For  example, 
you  might  assign  a  vcote  of  ten  to  a  completely  satisfactory  a:;swer  and  a 
score  of  zero  to  a  ''ompletely  unsatisfactory  answer.  Questions  within  a  given 
category  can  be  assigned  different  scores;  more  imoortant  questions  should  be 
assigned  higher  scores. 

r.  Analyze  each  item,  using  information  from  the  Equipment  Lists,  the 
technical  authority  responsible  tor  the  item  and  commercial  catalogs. 

f )  Evaluate  each  item  with  the  checklist,  and  record  the  scores  on 
the  item-selection  worksheet  (Fig  hc-2).  Add  comments  if  necessary.  You 
may  use  one  worksheet  to  record  results  for  several  items. 
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(2)  h'or  evich  category,  determine  the  highest  possible  score  by  to¬ 
talling  the  values  you  assigned  {Step  e  above)  to  all  of  the  questions  in 
the  category. 

g.  Total  the  scores  recorded  in  f(l)  for  each  category. 

h.  Divide  the  category  total  in  g  by  the  highest  possible  score  in 
f(2),  tc  get  a  raw  score. 

i.  Multiply  this  raw  score  by  the  weight  you  assigned  to  the  category 
(para  d),  to  get  the  weighted  category  score.  Record  this  score  on  the 
item-selection  summary  worksheet  (Fig  A2-2). 

j.  Repeat  the  above  process  to  get  weighted  category  scores  for  each 
category.  Total  the  category  scores. 

k.  Fill  out  the  item  selection  summary  worksheet  (Fig.  A2-2). 

l.  Merely  comparing  scores  does  not  always  lead  to  a  clear-cut  decision. 
Therefore,  before  beginning  this  process  you  should  consider: 

(1)  If  an  item  gets  an  unacceptable  score  on  a  high-priority  question, 
should  you  disqualify  it? 

(2)  If  an  item  gets  an  unacceptable  score  on  a  high-priority  category, 
should  you  disqualify  it? 

(3)  If  items  receive  comparable  scores,  how  will  you  select  an  item? 

SOURCE:  AFSCR/AFLCR  800-31,  Government-Furnishef  Equipment/Contractor- 

Furnished  Equipment  (GFE/CFE)  Selection  .  rocess,  GFE  Acquisition 
and  GFE  Management,  13  July  1979. 
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'l;ilileA2  I  Solttt  iioii  (  licikliNl 

SKikl  IKIINKAI 

ll;i!>  iIk'  ili'in  |>u'viiiU'iK  lu-eii  to  meet  its  inieiiiled  applleutiuit'.'  It  itol.  wliut  quulilkvtioii 

lesliii^  will  It  leipiiie  ’ 

Aie  tlieie  test  ilatii  tm  eueii  ot  the  li)ll(iwiii(t  lultabiitty  and  iiiaitiuittability  (K&.M),  iiurvtvubiUty, 
vuliieiabtlity ,  liiiiiiaii  I'aetnis?  Is  the  availability  id  these  test  data  critical  tu  the  system's  schedule? 
Is  the  Item  eumpaiihle  with  the  system/pingiaiirs  eiivitoiiiiieiilal  conditiuiis  (i.e.,  cotiusion,  hu¬ 
midity,  leiiipeialiiie,  shiiek,  vibialinii.  ele  I? 

I'lii  an  tiiveiiliitv  Item,  wlial  is  its  eiitieiii  physieal  eiindiltun?  Will  it  satisfy  the  lequirenients  of  its 
piodiiei  speeilieatimi 

Must  the  Item  be  iiiodified  lot  its  intended  use? 

Dues  the  item  oi  its  test  ei|uipinenl  iei|uiie  suftwaie?  Will  inodifying  the  item  require  changing  the 
softwaie’ 

Is  the  Item  appioaihiiig  iceliiiol.igieal  ubsuleseeiice?  Is  lechiiological  ubsoluseeitee  signiricaiit  fui 
piogiaiii  iei|uiieiiieiits'' 

.  I'oi  iiiveiitoiy  assets,  Is  the  specilkatnm  eiiiicnl? 

Does  the  item  meet  system  salely  iei|uneiiients? 

Does  the  item  lequiie  a  slaiidaid  inleilaLe'’ 

Is  the  Item  eompalible  willi  the  piogianrs  inleilaee  lequiieinents? 

Is  tlie  Item  eomp.itihle  with  standaid  inleitaces? 

Are  tlieie  hisloiual  data  available  on  the  equipment  (MI'BH,  M1TR)? 

II  the  Item  weie  selei.ied  as  pail  of  the  system,  how  would  it  affect  the  system's  preventive 
maiiileiiaiu  e  time  ' 

.  ...  How  would  the  Item  al  lem  system  Ml  IIM’’ 

Ate  the  item's  physieal  dmieiisiotis  and  weights  within  the  coiisttaints  the  system  imposes? 

Is  the  Item's  eoidigiiiaiion  stable,  oi  is  it  subject  to  higli  change  activity  (lot  example,  ECPs,  TCFOs, 
iiiodiliealioiis)''  Will  ehaiiges  he  eoiisisieiii  with  (iiogram  lequirements? 

Does  the  ( ioveimiieiil  own  lepiocuiemeiil  ilala  lot  the  item'.' 

Dik's  the  Item  icqmie  spvmal  test  oi  siippoit  e>|ui))meiit'*  If  so,  is  It  available? 

Is  the  Item  .uiieiiily  used  in  toi  Imemst  for  use  ml  othei  systems  in  its  piesenl  or  modified 
eoiidilioii’  II  so.  would  a  |oiiii  aiqmsitioii  id  the  item  save  money? 

('an  the  iiem  be  bouglu  in  laige  enoiigli  quantities  to  accejitable  quailty-aasutaitce  standards?  Are 
exiiemel)  light  loleiaiues  leqiitiei'.  dining  niutmiuctuie'' 

I'oi  an  Item  avail, ible  m  mveiitoiy ,  wim  lots  overhauled  it?  Was  It  uveihauled  to  T.O.  or  Spec? 

Does  the  si.ne  oi  the  ait  dieiate  whethei  to  develop  a  new  item,  oi  use  an  existing  or  mudlfied  item? 
Does  the  item  have  giowih  potential  to  iiietease  capability  ot  jierfurmance  by  making  modirica- 
lions’ 

Whole  an  Hem  s  leli.ihiliiv  was  established  by  Al'M  ()t<'l,  what  environmental  conditions  was  the 
Item  subje,.  led  lo  ssheii  ihe  ilat.i  weie  gaiheied?  Will  the  new  enviioimient  be  similar? 

Is  tlieie  enough  te^lmn.il  do,  umentanoi,  to  tedeline  the  item's  functional  and  physical  cliaractet- 
islus'.'  II  so.  Is  the  do,  mnentatioii  ,'Uiienl  and  a|'piove,l'' 

St  ill  DHI  I 

Is  the  mvenlois  Hem  .ivad.ihle  l,i  meet  tl;,-  system  stlieilulc? 

It  the  Hem  nnisi  he  iinnlHied.  ,'an  it  be  modilied  In  time  to  meet  the  mastei  ptogiam  schedule? 

Can  the  , , imm,'i, ml  Hem  be  bought  iii  lime  lo  meet  the  schedule? 

What  IS  the  dehveiy  s,'h,'did,'  loi  sn|'poil  cpiitmieiit?  Does  it  meet  piime-itcm  delivery? 

Can  a  new  Hem  he  ,les, 'loped  in  time  i,,  meel  the  ptogiam  schedule? 

uitiisiit  s  suntiit  f 

Does  the  Hem  pieseiil  any  special  tiaiis|ioiiation,  hundlmg  oi  storage  problems?  If  so,  are  tliey 
peciiliai  t,<  the  Hem,  ,ii  iioiinal  lot  (he  item's  class  of  cpiipment? 

Will  peis,iimel  need  .i,l,lHi,in,il  tianiing  to  opciate  oi  inaiiitain  the  item? 

It  Ihe  Hem  le, pines  iinulilicatmii.  wlm  will  modify  il'l 


\FSCR/AFLCK  800-31 


AttaclunenI  2 


13  July  1979 


21 


Will  the  item’s  characteristics  affect  the  system’s  maintenance  philosophy? 

How  many  spares  will  be  needed?  Are  they  available?  If  not,  can  they  bought  in  time  to  support 
tire  system's  schedule? 

What  support  equipment  is  required  to  support  the  item?  Is  it  available  in  the  inventory? 

If  the  item  is  in  inventory,  how  will  it  be  supported,  i.e.,  is  the  repair-pipeline  time  compatible  with 
the  system’s  development  schedules? 

is  the  item’s  shelf  life  compatible  with  the  system’s  maintenance  concept? 

If  the  item  is  a  commercial  item,  liow  will  it  be  maintained?  Are  T.O-s  available? 

Can  we  support  the  item  throughout  the  expected  life  of  the  system? 

Who  will  maintain  tire  item?  Who  wiii  repair  it? 

Will  increasing  denrands  affect  recoverability  or  level  of  repair? 

Will  existing  technical  data  for  the  inventory  item  be  impacted  by  the  new  system? 

COST 


For  inventory  items,  what  is  the  requirement  to  pay  back  the  inventory?  .  ' 

What  are  the  transportation,  handling,  and  storage  costs? 

Fur  a  commercial  item,  will  a  quantity  buy  give  savings? 

Does  the  item  require  releasing  funds  early  to  meet  the  system  schedule?  Is  long-lead  ftintUhl 
possible? 

What  is  life  cycle  cost  Impact?  (See  Atch  1.) 
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ACUDISniON 
ITI'.M  I  IINCTION 


lTEM(S)N()Mi;N('l.AlllRt;; 

UVALUAroK 

DATE: 

ASSIGN  C'ATlXiOKY  WEIGHTS;* 


TECHNICAL  ,  .  . 

SCHEDULE 

COST  _ _  TOTAL  100  POINTS 

LOGISIICS 

SUPPORl  _ _ 

CATEGORY:  ri;CHNlCAl. 

CHECK  LIS  I  SCORE  ITEM  A  ITEM  B  ITEM  N 

1. 

2. 

3. 

4, 

23.  . .  .  . 

ITEM  SC’ORE 

TOTAL  MAXIMUM  SCORE  WSSIBLE 
CATECIORY:  SCHliDULE 

CHECK!, isr  score;  item  a  ITEMB  ITEMN 

1. 

3. 

4.  _ _  _  _ _ 

H  I  M  SCORE 

lOl  Al.MAXlMUM  SCORE  I’OSSIULE 
CATEGORY.  I OGISl  ICS  SUPPORT 

CIII.CKLISI  score;  ITEM  a  ITEMB  ITEMN 


PI  E  M  SCORE 


lOTAL  MAXIMUM  SCORE  POSSIBLE 

*  riic  weights  assigned  lo  eaeli  eategoiy  mtisl  be  eonunensuialc  wilh  individual  program  and  life-cycle 
cost  ohjeeltves. 


Figure  A2  2.  Ilein-Selection  Suiimiary  Wurkslicct  (Sample  Funiiat). 
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APPENDIX  B 


The  following  extracts  from  AFSC/AFLC  Regulation  800-31  are  provided  only 
to  assist  in  the  development  of  OARCOM  guidance.  The  inclusion  of  any 
part  from  the  regulation  in  this  appendix  is  meant  only  for  information  and 
not  as  an  endorsement  of  the  Air  Force  CFE/GFE  acquisition  and  management 
system. 


Al  S(7AI  U'  RHIULATION  KOO-31 

1.^  July  P)7V 

AaiiiliiiUoii  Miiiiuuumuitl 

(iOVKRNMl  N  lUJRNlSIll  1)  liQUIl'MIiNT/CON  IRACiOR  FURNISHi:!)  LQUIl'MENT  (GKE/CFIi) 
SELEt  liON  I'R(X  E.S.S,{.JI  E  ACQUISMION  ANIXiEE  MANAGEMENT 

This  ic(5uliiii''ii  iin|»lciiuMils  Al'K  KOO-J’,  (T-|,  vs  (il  h  Svlitliuii  Piuccss.  ostuhlislics  luillcics  and  pmccdiitcs. 
and  assIjMis  ix’si'uiisihilitk's  Im  thu  (il'I/Chl,  sulovinm  imikcss  and  tla*  ati|insitiiiii  nianugciiK'nl  oi  CiPE,  This 
regulation  is  pniiiatily  eoiaotin'd  with  svsiciii/sulisvsioin  {uugiaiiis  in  deiiioiisliatiun  and  validation.  t'lill-suaU' 
unglnoetliig  devvlo|inicni.  and  piiuhaiion  jdiuscs;  il  does  iiul  apply  to  hihoiiiUity  t'll'oils  In  tcKoaich  (6.1), 
exploratory  development  ((i,2).  and  advanec  development  leeliiii'iogy  (6. .11.  that  are  not  aei|Uisllion  elTorts.  it 
applies  to  Al'St'/AIT.C  oinaiii/altoiis  that  plan,  identlly.  seleet.  develup,  lest,  aegulic,  or  inodily  cgulpment  to 
support  ( I )  AI  K  H()0.3,  Aegulsition  I’roprain  Maiiagemeiii ;  ( 2)  Al'K  S74.  ModlTieatioii  I’lognim  Approval',  ami 
(.0  ATK  HOthlH,  I’loniani  M.magement  rd'Sysieins  Aeiiuisitmn  loi  l  oieign  Mililary  Sales. 

The  iiiekision  o|  names  oC  any  speedie  eommereial  pioduet.  eommodity,  or  servieo  in  this  puhlieatioii  is  ('or 


iiil'oimation  pugmses  only  and  does  not  imply  endoisement  h_s  the  Air  l  oiee, 

Paiagtaph  Page 

()h|eelive  .  .  ...  I  2 

1  eims  I  splalned  .....  ....  .  .  2  2 

I'ohes  ...  .  .J  .1 

Kespoiisihililies  ...  .  4  S 

Altaelimenis 

1.  1  ileT  yele  Cosi  1 1  (  t  I  Model  ...  .  11 

2.  ( il'l'/CIT'.  .Seleelion  l’lo^es^ .  ...  ...  17 

.1.  I’olieies.  I’roeeduies.  and  I'lepaiation  liistruelions  loi  A1S(  / Al'T  ('  l  oi  in  H, 

(il  l;  Availahilitv  Keiiuesl./Aeiiuisition  Assessment  .  2S 

4.  Mission  I'ipiipineni  Aeqmsiiiuii  and  Management  (imdanee  .(.^ 

.■s.  Siippoi  1  l  ipnpmeiil  .Ai  i|msitioii  and  Management  ( iiiidaike  .tV 

().  (imdanee.  I’loeeduies,  and  Instnielions  I’oi  heparing  Al'M  /AI'l.C  l  oim  /. 

(iovetiimeni  l  uriushed  (  'onliguiaiion  Item  Technieal  Keqiilrr.inenis  41 

7  I’loeednies  loi  Pioeessni)’.  1)1)  1  uoii  OlO.  til'l  Kei|uiu'ine  it  Si liedule  47 

H.  Siaiulaid/l’ielened  I  qniinm  iit  I  ists  St*ategy  ...  4K 


Dl.l'AKTMl  NI  Ol'  Till'.  AIK  I OKtT'! 
Ileadgitaiteis  An  l  oree  Systems  Command 
Atuliews  Ail  ('oiee  Have  DC  20.1.34 
lleadi|iiarters  Air  horee  I  ogislies  Command 
Wriglit  lhitlerson  An  i'oree  Base  Oil  454.C( 


OMITTED 


1.  Obitfi-tivc.  TIu'  policy  und  gulduticc  pruvidcd  in 
tins  rugulutioii  itrc  intended  to: 

II.  t'inpliU!;t/.e  uu'  of  itutidard  eqiiinnient. 

b.  Reduce  syntemk  coiti  (ecquiiiitiun  und  su()port) 
by  prunuiting  itundurdi/utlon. 

c  Provide  inetiiudi  und  models  Ibr  itein-selectiun 
tuid  iicquiiitlori*methud  (GFE  vs  CPF)  decisluni. 

d.  Provide  u  method  to  determine  whether  GFB  is 
uvailuble  or  procurable  to  meet  iitograir*  require¬ 
ments. 

e.  Pieserve  a  written  rationulu  tor  equipment 
selection  and  GFb  vs  CP'B  decisions. 

2.  Termi.  Explained' 

a.  Ciovemment-Furnliihed  Property  (GFP).  (De- 
iense  Acquisition  Rcgulution  (DAH)  (tbrmerly 
ASPR)l.i  li)l  .?)  Properly  In  llic  posm’sslon  d  or 
acquiicd  dirruily  by  the  (iovooimcnt,  and  sub¬ 
sequently  dellvii'cd  or  otherwise  made  uvailuble  to 
liie  conti-'ictoi.  TIu’ic  are  live  cutegoriei  of  <.iFP: 
muteiiul.  vnecml  tooling,  spetiul  test  equipment. 
Miillturv  property .  und  fucilllies. 

b.  (lOvenrinenl-Furnisbed  Miiterinl,  (DAR 
l.t  101.4  und  IM02.5)  Prop' rty  provided  by  the 
Government  that  i...iiy  be  Incorporated  into  or 
attached  to  un  end  Item  to  be  delivered  under  a 
contract,  oi  that  may  be  consumed  oi  expended  m 
iscrforming  a  umiract.  Includes  but  is  not  limited  to 
new.  raw  and  processe'l  material,  parts,  eomponents. 
as.semblies  and  small  tools  and  supiilics.  In  this 
regulation,  (iovernmenl-Fumished  Material  also  in¬ 
cludes  stock-fund  consumable-type  items. 


e.  Equipment.  A  major  subdivision  of  a  weapon 
system  or  stibiyslcm  that  performs  a  function  af¬ 
fecting  the  weapon  system  oi  subsystetrt's  operational 
cupubilily  and  reudiness  Por  the  puipoie  of  this 
regulation,  equipment  Is  a  subset  of  GFP'  a  major 
functionul  unit,  assembly,  module  or  end  Item,  but 
not  piece  (tarts  or  components  which  make  up  an 
Item  of  equipment,  hquipment  Includes  both  inliiioi'i 
equipment  (lX)41tyi>e  Items)  and  support 
equipment  (lX).P>-type  licm,s).  In  applying  this  regu- 
laiiun,  the  leMUs  ‘‘equlptnenl,"  “Item,"  and  “unit’ 
are  equivalent. 

d.  Mission  Equipment  (ME).  Any  item  which  it  a 
functional  part  of  u  system  oi  subsystem,  wid  which 
us  lequircd  to  perform  mission  operations,  It  Includes 
items  sncii  us  ulrc'alt  'udlos,  missilc-laune'tihg 
luechariisins,  engines,  constunt-speed  drives,  munition 
(tylons.  coniinu.’id-.ind-cnniiol  Oirpluys.  and  radar 
sets,  (it  nniy  elude  nonconsutitablc/liivcsimcrii 
items  with  es  smJabilitN  rccoscrablllty-repiutahilitv 
codes  (I'RKOoK'.  T,  und  L  ) 

I  .‘’upimri  Equipment  (SE)'  (Al'lGK/AFSCR 
800-24)  All  eqnipmenl  required  M  make  or  keep  a 
system  uinimund-und-cttntiol  system,  support 
system,  stibsyslrm.  or  end  item  of  equipment  or 
coin|jonetit  operatiomJ  In  its  Inlended  anvironinent 
This  includes  all  equipment  needed  to  instaU,  launch, 
aiicsi,  guide,  control,  direct,  inspect,  test,  adjust, 
cullbiute,  appraise,  gauge,  'itcature.  asaemble,  dts- 
ussemHe.  huodle,  transport,  safeguard,  store,  actuate, 
service,  iR|)alr,  overhaul,  m,nnt.tln,  or  operate  0- ; 
system,  subsystem,  end  item,  or  eomitonenf.  as  well 
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u  Support  Equipment  for  Support  Equipment. 

f.  Govemment-Fumlihcd  Equipment  (CFE). 
(APR  8(X)*22)  Itemi  in  the  poueuion  of  or  icquired 
directly  by  the  Government  and  lubMquently 
delivered  to  or  othervriie  made  available  to  the 
contractor  for  Integration  into  the  tyatem  or  equip¬ 
ment.  Equipment  deiignated  ai  CFE  may  it 
delivered  directly  to  the  us*ng  organization.  GFE 
includei  both  miitiun  and  lupport  equipment,  ai 
defined  in  d  and  e  above.  Thii  definition  narrows  the 
general  deHnition  of  GPP  by  adding  the  qualifier  “for 
integration  into  the  lyitem  or  equipment."  At  a 
result,  tome  GFP  It  not  GFE-but  all  GFE  it  GFP.  In 
general,  there  are  five  categuriet  of  property,  at 
deilncd  in  DAR  13-101.0:  material,  special  tooling, 
special  test  equipment,  tnlliltry  property  and  facil¬ 
ities.  Any  of  tl\ese  categories  of  GFP  can  alto  be 
clauified  at  GFE  if'  it  It  “fur  integration  Into  the 
system  oi  equipment"  for  s  given  contract.  The 
following  subparagraphi  discuss  etch  property 
category . 

(1)  Material  (DAK  I3  IU1.4)  and,  more 
specifically,  Govemmcnt-l-utnished  Material  (GFM), 
it  nut  GFE  unleu  It  Is  mluiun  equipment  or  support 
equipment  at  defined  in  this  regulation.  Consumable 
GFM  is  not  CFE. 

(2)  The  Special  Tooling  (DAK  l.l-IOl.S)  and 
Special  Test  Equipmeiil  (DAR  IJ-IJl.h)  calegurlet 
of  GFP  ate  not  GFE  unless  they  will  bu  delivered  at 
end  Items,  systems,  or  equipmenl.  Wlivn  delivered, 
the  Item  becomes  either  SE  or  ME 

(3)  F'acllities  (DAK  13-101. H)  meunt  in¬ 
dustrial  property,  which  i.an  only  be  ilassitied  as 
GFP,  not  GFE, 

(4)  Military  Property  (DAK  1.1-101.7)  or 
property  designed  fur  military  opeialioni  may  be 
GIT.  (ME  or  SE),  depending  on  its  relationship  to  end 
itoins  the  contiacior  will  deliver 

g.  Contraclur-Fur.iishcd  Equipment  t(  FE).  Items 
aequlrcd.  modified,  or  iiiaiuilactutcd  directly  by  the 
coiitrar.tor  for  use  in  the  system  or  eqiiipmeiit  under 
contract.  C  FE  Includes  holli  ME  and  SE. 

I'..  .Air  Force  Designated  Standard  Item  (AFUSI). 
An  item  speclllcilly  developed  or  acquired  to  fulfill 
multiple  Air  Eutcr*  reqiiiti'inents.  and  wlikh  lias  been 
formally  designated  a  slatidaid  item  by  HQ  DSAF. 
AFDSI  includes  both  invcnlury  items  and  items 
under  development  (utch  H.t 

i.  Preferred  Item.  An  item  not  sprctlicatly  de¬ 
veloped  or  acquired  to  liiinil  multiple  Air  Force 
requirements,  but  which  has  been  snhscquenlly 
identified  by  the  cugni/aiil  equipment  development/ 
buying  activity  as  having  iliai  potential  Piefciied 
Items  include  both  inventory  Items  and  itv.iiii  under 
development  (atch  8). 

j.  Cuminun  GFE.  GEl  used  m  more  than  one 
system  or  equipment  piogtani. 

k.  Peculiar  GFE.  GEE  used  in  only  one  system  or 


equipment  program. 

l.  Equipment-Buying  Actlvity/Buying  Activity. 
The  designated  Government  office,  reiponiible  for 
managing,  engineering,  and  acquiring  a  specified  piece 
of  equipment,  to  support  activities  that  require  the 
equipment. 

m.  GFE  Manager.  The  indtvtdud  or  office  the 
system/program  manager  has  made  responsible  for 
managing  and  coordinating  the  equipment  selection 
and  acquisition  method  decision  process. 

n.  Preliminary  Equipment  List  (PEL).  The  first 
list  of  screened  equipment  the  system/program  ofRce 
recommends  for  use  after  the  Pre-Request  for  Pro¬ 
posal  (Pre-RFP)  preliminary  equipment-selection 
decision. 

o.  Preliminary  Muter  GFE  List  (PMGFEL).  The 
part  uf  the  PEL  that  the  preliminary  acquisition- 
approach  decision  recommends  prosdding  to  the 
contractor  as  uPE.  The  PMGFEL  is  Incorporated  Into 
the  RFP  and  sent  to  industry  for  review  and 
comment. 

p.  Picllmlnary  Master  CFE  List  (PMCFEL).  The 
part  of  the  PEL  tliat  the  preliminary  acquisition- 
approach  decision  indicates  the  contractor  should 
furmsli  u  CFE.  The  PMCFEL  Is  Incorporated  Into  the 
RFP  and  sent  to  industry  fur  review  and  comment. 

q.  Muter  GFE  List  (MGFEL).  The  contractually 
binding  list  of  all  approved  GFE  which  must  be 
integrited  into  the  system/cquipment.  (Thli  list  may 
include  items  that  are  million  or  support  equipment, 
as  defined  In  this  regulation.) 

I  Master  CFE  List  (MCFEL).  The  contractually 
binding  list  of  all  approved  CPE  fur  the  system/ 
equipment. 

I.  Life  Cycle  Cost.  An  Item  or  system's  total  cost 
over  Its  full  life.  This  Includes  the  cost  of  developing 
It.  ivquiring  it,  owning  it  (operation,  maintenance, 
support,  etc  )  and,  where  applicable,  disposing  of  it. 
lo  be  meaningful,  life  cycle  cost  must  be  given  in  the 
context  of  the  cost  cleincnls  It  Includes,  the  period  of 
lime  It  covers,  the  assumptions  and  conditions  it 
impoiu!i.  and  whether  it  Is  meunt  u  a  relative 
coippaiisoii  01  absolute  expieuion  of  expected  cost. 

t  GFE  System  Prognun  Office  (SPO).  The  AFSC 
product-division  ulTice  that  has  heen  assigned  overall 
responsibility  for  acquiring  a  specific  piece  of  equip¬ 
ment  lo  utify  cunent  or  future  equipment  require¬ 
ments. 

u  Mitcricl  UtUUalion  Control  Office  (MUCO), 
An  activity  at  each  Air  Logistic  Center  (ALC)  which 
IS  the  ALC's  tingle  point  of  contact  lor  managing  and 
controlling  GFE/GFM  Items  accepted  for  use  on  Air 
Force  EY  contracts. 

V.  EY.  The  letters  "EY"  plus  four  digits  arc  used 
to  number  stock-record  accounts  (SRAN)  that 
identify  each  cuntrictor.  The  contractors  use  these 
numbers  on  requisitions  when  they  order  matettul. 
These  EY  designators  are  used  on  contracts  for 
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ptuiliKlinn,  H&n,  itiul  (vsts.  I'tii  oxittuplc, 
i^Y4269  Norllitoj)  t'orpiirutUi.r,  i;YS7()H-  Sperry 
Rund. 

3,  Policy  -. 

It.  Progtuiii  niunugcrs  will  iiruxiini/e  mtegrutiun  ut' 
dciigtialcd  situiidard  aitd  prut'errud  equipment  Irrtn  our 
new  ayslem  devciupinunta. 

b.  Dciiignatud  standard  and  prulerred  equipment 
will  he  provided  lu  ilic  contractor  as  GFt.  The 
product  division  commander  or  the  designated  repre¬ 
sentative  must  approve  any  exceptions  to  this  policy. 

c.  The  urganl/.r.tion  (AFSC/AI  LD  responsible 
tor  managing  selected  equipment  wilt  acquire 
designated  standard  and  prel'eried  equipment  to 
support  APSC  program  ol'llces'  Gl'li  requirements. 

d.  AFSC/AFLC  will  develop  tlie  I'telerrod  Item 
last  and  keep  it  current.  This  list  suppluments  the 
APSOIL  attd,  when  It  is  technically  applicable, 
program  managers  must  use  It  for  syslem/subsyttems 
Integriitloii. 


OMITTED 


f.  For  each  acquisition,  modtllcalion,  attd  ioieign 
military  sales  progtum.  Ihc  system  ot  program  man 
uger  will  tailor  the  ineihodology  given  in  this  regula¬ 
tion's  atiuchinciits  to  the  piogtam's  specille  needs, 
wtlirin  available  resources.  Program  and  acquisition 
planning  documents  must  describe  ilic  approach  tor 
identil'ylng,  selecting,  acquiring,  and  managing  con¬ 
tracts  for  all  equipment. 

g.  Base  the  equipment  ot  item  selection  decision 
on  I  nreihoillcul  screening  of  all  known  sources  ol 
equipment,  both  (iovernnient  and  industry.  >k/ith  or 
without  modincatum,  Ihc  equipment  you  select  must 
satisfy  the  technical  and  logistics  suppuil  requite- 
menu  of  the  sysicm/equipment  you  will  use  it  in. 


Tins 

iiem-solcclion  dcelsion  process  iiliimately  produces 
master  GITi  and  (TT  lists  winch  become  part  of  the 
conlrac-  When  reviews  ,iiul  decisions  alltcl  system 
conflguiallon.  the  piogium  oflkc  keeps  those  lists 
current  tinougliout  the  contrai  l  pviiod.  Directorates 
of  contracting  and  mamilacitiiing  will  icview  KI-'Vs 
befoie  releasing  them,  lo  ciiturc  they  include  master 
til-  P./cri  .  lists, 

li.  Wiihin  the  ovciall  coiisliaiiits  of  the  item 
sciecliim  and  acquisillon  iiielhod  ciilcria,  equipment 
will  gcneially  be  selected  according  to  the  following 
order: 

(I)  Alt  hotce  Designated  Standard  Items/ 


Piefettud  Items. 

(2)  Items  in  the  Government  inventory  or 
being  developed  under  Government  contract. 

(.t)  Cummeruialiy  available  items  that  meet 
technical  and  logittici  requirements. 

(4)  Modifications  of  any  of  the  above. 

(5)  New  Hems  to  be  developed. 

I.  Whenever  a  program  requires  delivering  opera¬ 
tional  eipilpmcnt  to  the  Air  Force,  perform  the 
GFF/CFF;  sclectlon-procrss  analysis  (atch  2)  to  sup¬ 
port  all  equipment  selection  and  acquiiUiun  approach 
decuions.  If  you  expect  tire  cost  of  aitaiyilng  an 
Item  will  be  more  than  any  potential  savings,  sub- 
stunllute  this  estimate  and  document  It  in  the 
program  records;  llien  you  do  not  need  to  carry  out 
the  sclcetloii  process  latch  2). 

j.  The  t'I'E/GFF.  selection  ptoceu  requires  using  a 
systemahe  method  to  identify  and  select  the  equip¬ 
ment  that  satisfies  system/prugram  requirements  best, 
and  to  Idcntily  the  best  way  to  acquhe  It.  The 
process  mvoWes  two  decisions  that  are  separate,  but 
interdependent:  that  Is,  an  equipment  selection  de¬ 
cision  and  an  acquisition  approach  decision.  Support 
both  of  these  decisions  with  explanatory  documenta¬ 
tion,  cuurdhuite  tirem  wltlr  all  participants,  and 
incorporate  ihe  docuineittallon  into  program  records, 
i'rogram  diteclots  and  managers  must  be  prepared  to 
(xplam  the  rationale  for  their  selection  proceu  at 
appropriate  program  reviews. 

k.  Hegm  itie  process  for  choosing  between  CFF 
and  CFF:  (atcir  2  tnd  figure  A2-I)  before  submitting 
tire  RFP  (validation,  FSED,  and  Production  KPPs), 
and  continue  it  throughout  these  phases  u  you 
identity  additional  requirements  for  equipment.  For 
die  validaiion-phsae  RFP,  you  need  not  use  this  GFE 
vs  CFli  selection  process  unless  the  equipment  will 
ngnincsnlly  effect  eyitem  deei|n  end  validation. 

l.  Til*  ecqulsiilon-eppruach  decision  vitends  the 
Item  selection  decision  by  showing  the  best  way  for 
the  Governnicnt  to  ptoWde  or  otlierwlse  authorise 
acquiring  Ihe  selected  equipnent,  so  the  contractor 
can  ii.iegraic  it  into  the  sysiem  or  equipment.  Select 
an  acquisition  approach  that  Is  responsive  to  the 
requiring  activity's  equipment  requirements  and 
schedule. 

m.  When  a  program  ofilcc  needs  lu  acquire  equip¬ 
ment  loi  ptogiam  needs,  it  hu  three  general  options: 

I  \ )  Fqnipmeni  can  be  furnished  to  the  prime 
contractor  as  GFh  by  the  DOD  equipment-buying 
activity  re.ponsible  fui  acquiring  and  managing  It, 
for  example 

fai  At  SC  product  divisions,  fur  equipment 
under  devrlu|iment  ut  new  equipment  to  be  de¬ 
veloped. 

lb)  AFLC  Ait  laigistic  Centers,  for  in¬ 
ventory  equipment  after  program-management 
responsibility  has  been  transferred. 

(c)  Any  other  DOD  equipment-buying 
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activily, 

(2)  i'.i|uipinent  can  be  furnished  lu  (he  prime 
cuniructor  us  Gl'i'.  us  u  result  of  diiecl  euntructing 
actiiins  with  equipment  contractors  by  (lie  AFS(7 
AFLC  system/prograni  office.  Use  this  option  when 
the  buying  uctivitics  listed  in  Option  (I)  report  they 
cannot  provide  (he  equipnicnl  you  need 

(3)  Tlirougli  the  con(ructing  ofllcer,  the  pro¬ 
gram  olTico  cun  uutliori/e  llie  piime  cuntritcioi  to  get 
cquIpnierK  us  CFB.  Do  not  use  tliis  option  unless  you 
have  cllminuted  Options  (I)  und  (2)  bused  on  (lie 
GFI'/CFb  selection  unulysis  (utcli  2). 

n.  When  selecting,  developing,  or  acquiring  equip¬ 
ment,  consider  Icudtime  requirements  so  that  equip¬ 
ment  will  he  uvuiluble  in  time  to  meet  tlie  system/ 
program's  schedule. 

OMITTED 

o.  Contractors  must  be  required  to  help  cuiry  out 
the  DOD  ,Stuitdurdi/.ation  Piogrum  and  muke  best  use 
of  existing  tXDt)  equipment  Inventories.  They  must 
be  specllkully  invited  to  challenge  equipment  re¬ 
quired  in  the  request  for  pioposal  (KFF)  when  other 
equipment  is  demonsiruhly  moie  advuntugeuus  to  the 
Cjovernment. 

p.  Bused  on  system  ot  equipment  cuntigurutlon, 
prepare  a  list  of  CFF  which  conforms  to  the 
component  breakout  criteriu  and  guidelines  of  DAR 
t-32b,  AFU'K/AFSCK  800-24,  und  this  leguiatiun. 
Evaluate  the  CF'E  annually  und  ctmsider  converting  It 
to  (iFE. 

q.  When  using  (iuveriiiiieiu -owned  equipment  us 
OFF  on  Government  contracts,  see  the  provisions  of 
DAK  1-302.1  und  DAK  Section  XIII. 

r.  Hroces.s  Foreign  Military  Sales  (I'MSI  lequirc- 
ments  for  GFF.  suppoit  according  to  this  regulation, 
unless  (he  country  requests  dilfercnl  processing  us 
rpecillcd  In  AI  K  400-3,  Foreign  Military  Sales  Then 
'onsldcr  u.sing  tll'F  a'.se(.s  to  fullill  I  MS  production 
md  Installation  requiieinents  on  a  casc-by-cisc  basis, 
depending  on 

(1) The  agreement  with  the  individual 

country. 

(2)  Whether  the  I  MS  wcupon-sy.Htcm  program 
requires  single-vendor  integriiy. 

(3)  Uther  conditions  the  countries  involved 
have  mutually  agreed  on. 


OMITTED 


t.  Tills  regulation  Is  mainly  intended  fur  system 
and  subsystem  programs  in  the  demonstration  and 
validation,  lull-scale  engineering  development,  and 
production  phases;  liowever,  equipment  selection 
must  also  be  considered  during  the  initial  stage  of 
progiam  planning. 

u.  Ensure  that  GF'E/GF'M  used  to  meet  F'MS 
requiieinents  is  properly  billed  to  the  FMS  country. 

4.  Responsibilities;  All  organi/atlons  responsible  for 
implementing  tills  regulation  must  issue  a  supplement 
or  local  procedures,  specifying  how  they  will  carry 
out  (heir  responsibilities. 

4  1.  HQAFSC: 

a.  H(J  AF.SC/.SDD  is  the  OPR,  and  HO 
AF'SCVLGY  and  110  AF'SC/PMD  are  the  OCRs,  for  all 
Al'SC  GFF;/(T-  F,  policies  und  procedures.  They  must 
ensure  lliat  the  Product  Divisions  get  alt  management 
policies  und  procedures. 

b.  HO  AFSC/SDD  is  responsible  for  approving 
items  placed  on  the  AFSC/AFIX  Prelerred  Item  List 
(PH.).  (ASD/ALD/AX  must  coordinate  all  avionics 
Items  on  the  AFDSIL  and  tlie  AFSC/APLC  Preferred 
Item  Ust  (AFR  800-28).)  SDD  will; 

(1)  Jobiily  with  HO  AFLC,  develop  appro- 
priale  standards,  methods  and  models  to  use  in  the 
GFi;  vs  CFE  selection  process,  monitor  how  effective¬ 
ly  they  are  carried  out,  and  keep  them  up  to  date. 

12)  Ensure  that  program  directives  give  appro¬ 
priate  guidance  for  selecting  the  equipment  the 
system  or  subsystem  requires, 

(3)  Ensure  AFSC  Form  56,  AFSC  Program 
Direction,  calls  for  using  AF  designated  standard 
ttciits  witen  possible. 

(4)  With  HO  AFLC,  develop,  maintain  und 
issue  designated  standard  or  preferred  item  lists  (AFR 
«(X)-22), 

4-2  AFSC  Product  Divisions  will; 

a.  Designate  an  DPR  to  exercise  overall  manage¬ 
ment  responsibility  in  formulating  and  maintaining 
hM.al  policies  und  procedures  for  selecting  and 
acquiring  GF'E/CF'E. 

b.  Evaluate  and  integrate  GFE/CFE  practices,  and 
develop  and  inmloment  any  Improvements  tltey  need. 

c.  IJevelup,  update  and  maintain  tlie  lif^e-cyclc 
cost  model  the  sys'-  rn  or  program  office  uses  to  make 
itcm-selcctlon  decisions  during  the  GFE/CFE 
selection  proccs.s. 

d.  Advise  the  system  or  program  office  on  how  to 
lailot  the  procedures  in  this  regulation,  and  use 

models,  so  they  will  be  suited  to  the 
equipment  considered  in  the  Item-selection  decision 
process. 

c.  Help  tailor  the  checklists  for  item  selection  and 
acquisition  approach  to  ensure  they  consider  relevant 
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technical  pert'ormuiicc  and  design  aspects  ol  ulteriiati' 
equipmetit. 

f.  Ensure  that  the  Preliminary  Master  CJFl  list 
and  the  Preliminary  Master  Cl'l!  list  arc  specifically 
included  in  the  RFP. 

g.  Interface  with  AFSC/AFALU. 

4-3,  AFSC  or  AFLC  System  Program  Offices: 

a.  System  Progtam  Oirector/Program  Manager 
(SPD/PM)wUl 

(1)  Exercise  overall  management  respunsibd- 
tty  for  selecting,  acquiring,  and  managing  equipment 
to  support  system  or  program  needs 

(2)  In  exercising  system  or  program  manager 
responsibility,  get  help  from  petsnnnol  in  contracting, 
manufacturing,  engineering,  comptroller,  equipment- 
buying  activities,  small  business,  (  ontract  Admimstia- 
tiun  Oftke  (CAO),  and  logistics. 

(3)  l>!signate  a  GFE  manager  or  office  within 
the  system  or  program  ol'flcc  to  carry  out  the 
responsibilities  in  para  4  .11)  of  tins  regulation. 

(4)  Ensure  that  system/ptugiam  planning  and 
auqulsitlon  documentation  specilically  mcludes  pio- 
gram  strategy,  criteiiu,  and  constiaiiits  for  selecting, 
acquiring,  and  managing  equipitient. 

(5)  linsuie  the  (iFE/('l't  selection  process  is 
used  once  inlssiuii  and  suppoii  cquipniciit  iei|tine 
meiits  are  identilled. 

(b)  Approve  the  way  the  (i|  17('l  l  selection 
process  methodology  is  lailoied.  as  piescilbed  m  tins 
regulation,  to  assuic  it  is  telcv.uit  to  system  oi 
program  lequiremenis 

(7)  linsuie  .ivailahic  eqoipincnt  lists  and  olliei 
source  docuinenls  .iie  screened  to  idciiiily  eipiipmeni 
tliat  is  techi'.'ally  apptopnale  tor  sysicin  or  progtam 
needs. 

OMITTED 

(9)  linsuie  ilial  ilcnis  on  M.isici  (il  h  ami  Ct  I 
lists,  and  any  inoLlilicitions  lo  ilicin.  ate  nichided  in 
the  system  or  subsyslem  spci  iln  jinnis  and  coiiii.ki 

(ID)  I'.nsiiri'  that  llic  lalionalc  lut  .ill 
ei|UlpiiieMl  selection  piocess  decisions  ihrougiioin  Die 
life  of  the  system  oi  piogi.nn  is  iccoided  m  piogi.im 
docimienijtnm 

(II)  Fiisiiie  ih.il  Die  KIP  includes  msliiic 
lions  lliat  nioiisale  coiiliiniois  lo  cliallenge  any 
reconiiiu’Mded  equipnieiii  when  they  can  show  allei 
nate  eqiiipineni  is  mote  advantageous  because  it 
su|)poils  1X)1)  stiiiul.iidi/ation  bettei  and  muhes 
belter  use  of  e.sisimg  liOD  ci|iiipmcnl  invetiloties. 

( 1 ,’)  III  coniilinalioii  sciih  Die  snppoiltng  com- 
maud,  leview  and  appiose 

(a)  file  Pielimin.ny  Maslci  (t|-|.  and  <'l  I- 
lists  In  the  RI  P. 

(b)  The  Masici  (il  P.  and  ('I  P  lists  in  ilic 


(c)  All  changes  to  the  Master  GFE  and 
CPE  lists,  after  cntract  award,  resulting  from  the 
contractor’s  recommendation  or  DAR  1-326,  Com¬ 
ponent  Hreakout  Decision  process. 

(1.3)  Ensure  PR/MlPRs  are  prepared  and  pro¬ 
cessed  for  all  Developmental  and  Initial  Operational 
Test  and  Evaluation,  end  all  production  GFE  require¬ 
ments  the  SPO 's  rcs|)orisible  for  funding. 

(14)  t'insurc  that  all  Conilguration  Control 
Board  (CCB)  actions  which  affect  the  Master  GFE 
and  CFE  lists  are  brought  to  the  attention  of  tite.  GFE 
manager  so  the  lists  can  be  updated. 

(15)  Be  prepared  to  present  and  discuss  the 
rationale  for  all  GPE/CFE  selection  decisions  at 
program  reviews. 

( 16)  Ensure  GFE  requirements  arc  included  in 
the  appropriate  command's  Sli  budget  for  con- 
giessionul  approval.  Ensure  program  funds  aie 
available  in  the  GFE  acquisition. 

b.  til'E  Manager  will: 

( 1)  Serve  as  tlie  central  point  of  contact  for  all 
GPP, 'CPE  decisions  about  tlie  system  or  program, 
including  requests  from  otlier  program  offices  to 
expand  the  use  oi  new  dcvclupment  items  by  using 
them  as  GFE  in  addiliomiJ  programs. 

(2)  Help  the  system/program  manager  prepare 
GP'E/CI'l'.  planning  documentalton. 

(.3)  Tailor  the  CiP'E/CFP.  selection  oroccss 
nieihodology 

so  it  satisllcs  system/piogram  needs,  and 
monitor  to  keep  it  iclevant, 

(4)  I’repaie  docuiiicntutlon  lo  substantiate 
iiciii-M  Ici.  lion  and  acquisllioii-approach  decisions 
tliioiiglioiil  the  life  of  Die  program. 

(5)  On  behalf  of  the  system  or  program 
nijiiagcf.  dcleiinine  any  I'orclgn  Military  Sales  con¬ 
straints  that  may  govern  the  GFE/CHE  selection 
process  and  any  subsequent  DAR  l-.32f)  component 
breakout  decisions. 

((')  l’ic()aic  Die  Pieliminary  GP'E  and  CPE  list.s 
lor  inclusion  in  the  Kl  l*. 

(7)  .Stall  a  Preliminary  Availabiliiy  /issess- 
mciD..is  .Itch  '  ol  this  reguhitioii  describes, 

(K|  PiC|)iiie  and  process  Pait  i  of  AIDSC/APl.C 
l<'tm  M,  til-'l.  Availability  Reqticsl/Acqiiisltlon 
As.sevsmciD,  according  to  the  guidance  in  atcb  3  of 
lilts  lepulaiioii 

(9)  Assign  control  numbe:.i  to  Pint  I  of 
AISC/APIC  Poini  H  and  maiiilain  a  file  in  tlic 
ptogiain  oflico. 

I  ID)  Asciiitain  wlictlicr  inventory  equipment 
IS  available  foi  Gl  i-.,  and  assure  D  is  compatible  with 
the  oveiall  system  oi  program  scliediile, 

(II)  Requite  the  prime  cnnlraclor  to  submit 
l)D  Forms  bIC),  GP'E  Requirement  Scliediile,  to 
mdkalc  the  quantity  and  sclicdule  of  GI'E  required. 
Have  Die  cogni/ant  DOD  CAO  validate  the  qiianlily 
and  schedule  the  contractoi  lias  .sliown  on  DD  Fomi 
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<>10,  and  lotwuid  lliesc  dala  Id  ll>c  <jFI'  ciiutiunoiit- 
buying  aetivitv 

OMITTED 

(13)  Prepare  the  Master  GF)'.  and  t'l  h  lists  tor 
Ineltiskm  in  tlie  conlruet  and,  after  contract  award, 
keep  tlie  lists  current,  accurate  and  complete.  Have 
copies  of  the  lists  (including  revisions  resulting  from 
contract  changes)  sent  to  eacli  ALC/Material  VJlili/u- 
lion  Control  Office  (MUCOl  MMS  for  ail  GFli  itents. 
Ensure  the  FSN  is  included  for  each  item. 

(14)  Include  rc<iuirenienls  for  reporting  rejec¬ 
tions,  failures,  and  shortages  of  GFfc  in  tire  prime 
contract.  Ask  the  coniiuctor  to  send  FSN,  the 
reparable  sltipper  document,  and  the  replacing 
tcqulslUon  to  the  ALC/MUCO/MMS  office,  along 
with  any  otirer  details  about  tlie  replacement.  Code 
replacing  acquisitions  “N94"  m  column  57-S9, 

(15)  Confltnt  that  items  or  equipment  on  Uic 
Master  GFE  List  are  available,  and  formally  accept 
tiiese  available  assets  before  contract  award  (during 
source  selection),  Recon  rum  that  items  on  the  Master 
OFF  Idsl  are  still  available  within  30  days  after 
awarding  the  prime  contract. 

(Ih)  Sclicdulc  (DAK  l-.)26)  component 
breakout  reviews,  identify  caiididaio  breakout  equip¬ 
ment,  and  document  the  rationale  for  any  and  all 
breakout  decisions. 

(17)  Cooidinatc  with  ihc  comptroller  to 
ensure  that  documents  for  budget  and  funds  translcr 
are  processed  p.upcrly  and  piomptly  to  support 
system  or  program  eriulpment  requiremetus. 


OMITTED 

(19)  Liisute  that  configuration  control, 
engineering,  and  manufacturing  personnel  coordinate 
with  eacli  otlier  when  they  prepaic  a  new  or  revised 
AFSC/AFLC  Foim7. 


OMITTED 


(22)  I  nsure,  by  including  as  terms  of  the 
contracl: 


7 

(a)  That  the  contractor  uses  established 
MILSI'RIP  procedures  to  prepare  requisitions  for 
Government  inventory  items. 

(b)  Titat  tire  SPO  gives  the  contractor  U\e 
correct  signal  corJe  (Col  Si )  and  fund  codes  (Cols  52 
and  53)  (Ref  DAR  Appendix  H  and  AFM  67-1,  voi  I, 
part  one). 

(c)  Tliat  the  contractor  enters  the  last 
ciglit  digits  of  the  contract  number  in  the  sup¬ 
plementary  address  field  or  in  columns  73-80.  If  both 
of  these  fields  arc  filled,  show  the  complete  contract 
number  in  the  “Remarks’’  area  of  the  requisition.  If 
necessary,  malt  the  requisitions  giving  tltesc  data  to 
tlie  ALC/MUCO/MMMS  office;  otherwise  use  normal 
channels  according  to  AFM  67-1,  Part  eight,  Chapter 
2. 


OMITTED 


(23)  When  MUCO  requests,  validate  require- 
menls  for  items  held  in  MUCO  account,  so  items  no 
longer  required  can  be  purged. 

(24)  When  changes  will  affect  the  GFt 
dellvciy  schedule,  furnish  full  details  to  the 
equipment-buying  activity  promptly , 

(25)  With  the  equipment-buying  activity, 
mutually  idenlify  and  resolve  significant  GFF  prob¬ 
lems. 

(26)  Ensure  that  the  contract  establishes 
necessary  conttoU  to  process  CFK  shortages  and 
rejects  promptly. 

(27)  With  the  equipment -buying  activity, 
ensure  that  excess  OFF  is  disposed  of  in  accordance 
with  contract  provisions. 

(28)  Monitor  and  process  F.CPs  when  tlic 
system  or  Cl  spccincatUms  (paragraph  3-1,  3-1-3,  or 
3-1 -6)  change. 

(2'M  When  contract  changes  affect  GFF,  en¬ 
sure  that  the  contractor  submits  or  revises  DD  Fonn 
blO,  GFU  Requirement  Schedule  (Dl-P-6162).  If  the 
quantity  and  schedule  requirements  shown  on  the  DD 
Fumis  blO  cirange.  liave  tlic  cognizant  1X)D  CAO 
validate  the  changes. 

(30)  Maintain  up-to-date  records  of  FMS 
items  for  bllttng  purposes. 

(31)  Maintain  records  of  ail  items  requested 
by  or  provided  to  other  programs  as  OFF.. 

44.  Equipment-Buying  Activities  will: 

a.  Develop  a  formal  business  strategy  to  find  out 
whether  they  can  buy  GFE  to  satisfy  system  or 
program  requirements, 

b.  Assume  total  management  responsibility  for 
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itny  Cil'l'.  Iliat  ilicy  liavc  cillicr  had  assigned  Id  them 
or  accepted  for  development  or  aeiniisition. 

e.  Respond  promptly  to  the  system  or  program 
ofl'iee’s  (ii'E  Availability  Reiinesl/AeiiUisition  Assess¬ 
ment  (paragraph  3b(2)  of  aleh  2  to  this  regulation). 


OMITTED 


e 

f.  bnsnre  that  the  configuration  of  the  Gl-ii  item 
being  acriuired  agrees  with  the  eonrtguration  in  the 
AI^SC/AFLC  Form  7, 

g.  For  an  equipment  itertr,  combine  pioduetion 
requirements  and  spares  lequiiements  into  a  single 
total  requirement  wherevei  possible. 

h.  hmsiire  that  the  (ll  li  vendoi  contracts  include 
all  lequiiements  lot  provisioning,  logistic  support, 
engineering  data,  and  system  or  piogiam  data. 

t.  It  there  are  changes  m  eontiguiatmn  or  changes 
in  the  (II'F  delive.y  schedule  which  may  affect  the 
system  or  program’s  cuntiaet.  notily  the  system  or 
progiam  oftlce  piomptlv, 

j.  Process  Material  Delieiencs  Repmts  (MhKsl 
according  to  TO  IK')-.1.'51)  ‘'4  oi  the  provisnms  of  the 
(IFF  Vendor's  contract  wairantv. 

k  With  the  system  oi  progiam  ollice,  mutually 
resolve  all  significant  (If  f  piohlems. 

l.  In  cooperation  with  the  SP!)/PM,  ensure  that 

e.sccss  lilF  ts  disjiosed  of  in  accordance  w'th 
contract  provisions. 

m.  Process  "Reject"  pioblems  it  atid  when  they 
occur.  All  contiacts  should  tell  what  to  do  it  the 
contiaetoi  receives  (IFI/OI  M  items  that  aic  unac¬ 
ceptable. 

4-5  H0AFL(  : 

a.  All.(7LO  IS  the  OPR  to;  AflC  OFl/niv 
OFM  policy  and  pioceduies  to  siippoit  development 
and  production  contiacts.  l.(J  eiismes  that  all  man- 
agemcMt  policies  and  pioceduies  aie  sent  out  li> 
AFAL.l).  AtiMC.  (  ASO,  and  Al.Cs. 

b.  Piovide  guidance  and  piogianuiiing  data 
needed  to  establish  suppoii  reriuirements  for  pioduc- 
tion  and  modification  piogiams. 

c.  I'.nsiirc  th.it  the  Al  l.C  I  lUm  1208,  Program 
Action  Dnective,  gues  guidance  tor  using  .Air  l  iuce 
Designated  Staiulaid  Items  (Al  D.SIs)  and  for  select¬ 
ing  the  (il  l!  the  ssslem  or  subsystem  lequires. 

d.  Al  l,(7('ASO/|  t)!iS  IS  liie  OPR  for  the  AF.S(  / 
AFl.C  Pieferred  Item  Fist,  and  approves  all  AFIX'- 
managed  items  on  the  list.  ( ASl)/ Al  l)/A\  must 
coi'riliiiale  all  avioiius  liems  placed  on  the  AI  DSII. 
and  the  AFS(/ AFl.C  Piefeiieil  Item  Fist  (AFR 
800-28).) 


e.  With  AFSC.  AFU7CASO/FODS  plans,  de¬ 
velops,  maintains,  and  issues  the  AFSC/AFlX.'  Pre¬ 
ferred  Item  List.  Program  managers  use  this  list  to 
select  preferred  equipment  for  system  integration. 

f.  Using  advance  planning  data  from  system  pro¬ 
gram  managers,  program  funds  and  budget  to  acquire 
(»FK  equipment  to  support  future  progiatns. 

g.  Develop  policy  for  acquiring  engineering  and 
technical  data  for  GFF/CFF. 

4-6.  ALC: 

a.  The  D/MM  (MMM)wUI: 

( 1 )  F.stablish  controls  to  ensure  compliance 
witii  this  regulation  and  AF'M  67-1,  vol  111,  part  one, 
chap  9,  sec  II,  and  designate  an  ALU  manager  to 
monitor  GFFi/CiF'M  oircrations  for  the  ALU. 

(2)  Fstablish  controls  for  priKessing:  AFSC'/ 
AFLU  Forms  8  Purchase  Requests  (PR),  Military 
Intcrdepaitmcntal  Purchase  Requests  (MlPKs),  and 
AF'LU/AFSU  Form  7.  LY  contractor  requisitions. 

(3)  F.nsure  that  approved  GFF  items (irdtially 
requested  on  AF'S(7AFLX?  Form  8  and  formally 
accepted  by  the  Program  Oflke  arc  placed  in  Material 
FUih/.aiion  Uontrol  Office  (MUUO)  holding  accounts 
to  satisfy  system  or  program  requirements. 

(4)  With  help  fiom  engineers  and  the  program 
ollice.  ensuie  that  any  uvuiluhle  assets  meet  the 
leclinical  requirements  of  the  specificutiuns  and  of 
the  system  being  developed  or  modined. 

(5)  liitoriii  the  system  manager  and  the  AFSC 
Piogtain  Manager  of  all  configutatiun  ehanges. 

b.  IheMUtOwill 

( 1 )  Receive  all  AFSC'/AFl.U  Forms  8  from  the 
SlA)  and  establisli  a  file  folder  for  each  item,  which 
will  contain  all  pertinent  data  about  it. 

(2)  Assign  control  numbers  and  establish  a 
control  system  for  lorins,  then  send  them  to  tlic  IM 
for  necessary  action. 

1.1)  Wlien  lequiied,  ask  the  Dclense  I’mperty 
Disjiosal  .Service  (DPDS)  or  other  services  about 
availaliility  and  acquisition  a.s.sesMiient. 

|4)  Alter  the  IM  has  completed  .AF'SU/AFLU 
Forms  8,  review  them  lor  completeness,  update  files, 
sign  the  lofins,  and  (oiward  them  to  the  system  oi 
luogram  otiice. 

IS)  (,ln  tcceivmg  the  systein/progiam  office's 
aceeptanec  of  available  scrviccable/rcparable  assets: 

(a)  After  the  PO  has  submitted  the  project 
order  (AF  Form  185),  notify  the  IM  to  adjust  the 
lepaii  (MISTR)  schedule  to  meet  the  program's 
icquireinenis  Have  the  repaired  asscMs  j'laced  in  the 
MU('0  account,  and  keep  the  SIHf  iiifornied.  Notily 
(MMMM)  ofliee  when  equiimieiit  is  lepaiied  and 
.shipped,  so  they  can  have  Financial  Accounting  bill 

It. 

(b)  Prepare  MI12>TR1P  requisitions,  using 
the  MUUO  account  numbei,  and  send  them  to  the 
proper  supply  souice  to  gel  avaibible  assets.  Mold 
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assets  ill  the  MUCO  account  until  the  SPO/Contraclor 
sends  shipping  instructions.  Ot  assets  arc  available 
from  another  scrvice/PICA.  the  SK)  must  give  the 
MUCO  fund  codes  for  ll  le  requisition,  so  it  can  be 
billed  properly.) 

(c)  Assets  obligated  for  use  as  CM:  cannot 
be  released  for  any  other  iriirpose  unless  the  requiring 
activity  gives  permission. 

(6)  After  ihe  SPO  accepts  an  oiler,  and  the 
ALC  takes  Ihe  necessary  supply  actiorr,  tell  the 
program  office  the  status  ol  eacli  item,  including  the 
quantity  available,  repair  status,  location  of  assets, 
etc. 

(7)  Receive,  process,  or  reject  requisitions 
from  the  prvrgram  office  or  the  contractor.  If  assets 
(total  or  partial)  are  not  available  or  cannot  be 
sinpped  as  required,  advise  the  program  office  or 
co.'itracloi.  The  MUCO  will  receive,  store,  and  ac¬ 
count  for  GFC  items  which  the  production  con- 
ti.ictoi  cannot  accept, 

(8)  Reparable  assets  are  not  normally  stored 
in  the  MflCO  account. 

I'J)  Semiannually,  validate  the  GFC  in  the 
MUCO  jccouni  witli  the  ssstem  or  program  office.  If 
tlie  program  oltice  no  longer  requires  assets,  the 
MUCO  gels  disposition  instructions  from  rite 
applicable  IM. 

(10)  Coordinate  on  all  PK/MlPRs  initiated,  to 
ciisuic  tliat  releasable  assets  are  used  bclorc  acquiring 
mote. 

c.  I  he  Inventory  Management  Uivisiun  will: 

(1)  Receive  (Irom  the  MUCO)  and  process 
Al  ,SC/AI  LC  I'urms  8  for  botli  “prulhninary”  and 
"final’  (irogtaiit  requirements.  Maintain  necessary 
(listorical  records,  and  iclurn  forms  tlirouglr  the 
MUCO  to  the  program  otficc.  li  an  item  requested  on 
the  AFSC/AMX  Fiirin  8  is  iiianaged  by  another 
service  (PICA),  call  oi  wnd  a  message  to  the  PICA  lor 
data  to  complete  tlie  lorin,  Fiisute  that  the  form 
indicates  whether  the  item  is  “iree”  or  whether  AFSC 
iiiust  reimburse  tor  it. 

(2)  Prepare  and  submit  (llnoiigli  the  MUCO) 
amended  Parts  II  and  III  of  AFSC/AFLC  Forms  8 
when  infoiniatioii  in  previous  documents  is  no  lunger 
valid. 

(.1)  Oil  receiving  the  program  office  I'R/MIPR, 
leverify  requirements  and  a:isets,  then  c*.'oidinale. 

(4)  Ptepa>e  and  process  I’R  MIPRs  for  all 
spares  that  Al  I.X  funds  lo  support  tlie  new  pro- 
giammed  requirements,  iiichidmg  provisioning  and 
'nginteriiig  dat-:',  to  select  lepair  pans.  II  necessary 
begin  an  advance  PR  and  priKess  as  required.  Wlicn 
provisioning  data  ate  not  necessary  to  suppent  the 
acquisition,  ensure  that  (he  appropriate  AFLC- 
logistics-data  sysiein  beg.in.-i  functioning  early  cnougli 
to  provide  repair  parts  at  all  a' ithori/.ed  levels  of 
maintenance, 

(5)  When  a  PR  is  tof  i|,c  next  fiscal  year’s 
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replenishment  spares,  mark  it  "Advance  PR”  and 
send  it  to  the  accounting  and  finance  division. 
Forward  copies  of  these  PRs  to  the  due-in  asset 
activity  so  tliey  can  be  entered  into  the  "due-in”  asset 
system  (JO-41 ). 

((>)  Provide  the  standard  item  support  re¬ 
quired  for  installed  GFt  items  during  Development 
Test  and  Fvaluation  (AFR  67-19). 

(7)  In  processing  and  coordinating  PRs/ 
MIPRs,  forward  the  SM’s  monthly  delivery  scnedule 
showing  numbers  of  items  needed  for  kits,  SE  and 
spares  (AFIXR/AFSCR  S7-7). 

(8)  Supply  the  Technical  Orders  or  the  work 
packages  for  repairing  or  overhauling  items. 
Requisition  TOs  according  to  TO-OO-S-2,  Section  VI. 

(9)  Process  EY  requisitions  from  weapon 
system  contractors  or  system  program  office.  Ensure 
that  Columns  SI,  52  and  S3  of  each  requisition 
contain  correct  codes  for  either  billing  or  free  issue. 

(10)  Revise  MISTR  schedules  as  required  to 
make  assets  available  when  production  contractors 
need  tliem. 

(11)  Process  MUCO  requisitions  for  available 
items  and  budget  fur  items  that  the  SPO  formally 
accepts,  but  wliicli  AFLC  is  responsible  for  funding. 

f  1 2)  With  the  aid  of  the  Equipment  Specialist 
and  1  ethnicians,  select  items  for  Preferred  Item  List 
using  AFLC/ AFSC  Form  6. 

(13)  Wlieii  other  Government  orgaiii/alions 
manage  items,  and  the  Air  Force  is  nut  currently 
listed  as  a  user,  ensure  Uiat  these  items  are  put  in  the 
Air  Force  system  and  Air  Force  is  listed  as  a  user, 
d  The  AFLC  PR/MIPR  Control  Office  will; 

( 1 )  Receive  PR/MIPRs  and  establish  controls 
over  them. 

(2)  Ensure  they  are  processed  according  to 
AFU’R/AFSCR  57-7. 

4-7.  Air  Force  Acquisition  Logistics  Division 
(AFALD):  The  responsibilities  of  the  AFALD  include 
planning  early  support,  improving  availability, 
suppottabihty,  and  readiness;  reducing  life-cyclc  cost; 
improving  methodologies  for  system  support  and 
acquisition,  emphasizing  logistics  objectives  in  busi¬ 
ness  strategy;  providing  operational  experience,  and 
improving  interfaces  between  AFSC,  AFLC.  and 
using  commands.  Specific  support  is  available, 
throughout  the  item  wlection  and  GFE-vs-CFE 
acquisition  process,  to  help  reali/.e  these  and  other 
goals. 

a  AF.\LD/AQ.  Deputy  for  Strategic,  Space,  and 
Electronics  Programs,  and  AFALU/SD,  Deputy  for 
Aeronautical  and  Arnuunent  Programs,  will: 

( 1 )  Ensure  that  the  AFLC  SMs  get  copies  of 
PRs  and  correspondence  about  problems  on  GFE 
items  for  the  assigired  system. 

(2)  Keep  the  subsystem  program  managers, 
AFLC  IMs/MUCOs,  informed  about  subsystems 
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Mil'i'uri. 

(3)  I  uiictiii!i  US  Al  l.r's  Uk:uI  piiiiit  iui  iIil- 
iiibsysti'ii)  piD^ruiii  inun.i^cis. 

H)  l  iiiiiiK'  ilic  |)iugtuiii  tnunuycf!!  iiisliulc 
ItiHisiiis  c'jiisult'iuiiDiib  III  siihsysicin  actiuiiii. 

(5)  i.iiiiuu'  SM/IM  aiiti  ici-'hiuitogy  tcp.iii  cen¬ 
ter  O  K(  )  suppurl  is  providcil,  iiicludin^i  support  ol 
test  piogratns. 

(h)  Keep  llie  SM/1M/Ml)('()  and  the  progiaiii 
ofike  itil'urmcd  about  major  logistics  problems. 

(7)  Help  the  program  manager  with  logistics, 
including  actions  of  tlie  cuiifiguiatiun  control  hoard, 
technical  assistance  with  logistics,  and  review  of 
applicable  contract  actions, 

b.  AFALD/PT,  Deputy  for  Product  Evaluation, 
Engiiiecrirtg.  and  lest  will: 


Mdintain  “lessons  learned"  data  bank  and  piovidc 
tailored  "lessons  learned"  packages  to  Progruin 
Olllccs,  AlX's,  Ol  othei  GF'E/CFF  scieeners  upon 
rcipiest. 

4.8  Air  I  urce  Plant  Representative  Oflice  (AFPROI/ 
Cognizant  Contract  Administrative  Office  will: 

a.  Validate  quantities  of  CFF  the  contractor 
iet|uests. 

b.  Verify  schedule  setbacks  from  on-deck  dates  to 
uistallation  dates. 

c.  Verify  that  the  contractor's  proposed  installa¬ 
tion  point  is  the  best  time  to  install  the  GFE. 

d.  Rccoinmeiid  whether  local  repair  should  be 
authorized  and  what  repair  capability  will  be  re¬ 
quired. 
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